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Remington Rand Methods News 


Three ways to untangle snarls 
in your production scheduling 


Take the case of a plant where snarls 
developed about a year after it had been 
modernized. Suddenly orders backed up 
in the shop. Some machines had a big 
backlog while others were idle. Produc- 
tion control methods were out of mesh 
somewhere. But where? The production 
men were stymied when it came to over- 
hauling the record-keeping methods. 

Plant officials decided to call in 
Remington Rand for professional coun- 
sel. A preliminary study showed the 
problem went much further than 
machine-load scheduling. So our man- 
agement engineers were authorized to 
dig deeper. 

In their final report, these engineers 
proposed simple answers to each prob- 
lem uncovered — all coordinated into a 
revised contro] system that soon elim- 
inated snarls in machine loading. In 
fact, within three years this system was 
processing a doubled plant output with 
same smooth-working efficiency. 

Let us give you the full case history 
of this plant’s experience with an outside 
viewpoint to help simplify control 
methods. Ask for folder CH-724. 

Or take the case of the big production 
snarl caused by a small part — because 
it is the wrong part. Poor description of 
parts causes all kinds of plant headaches: 
assembly delays, duplicate stocks, high 
paperwork costs. 

But the remedy is simple and sure: 


RECORDS LOST. Here the loss of 
$40,000 in plant and equipment was 
covered by insurance. But the uninsured 
records of all orders in production were 
also destroyed. The firm paid heavily in 
both time and money to reconstruct 
these records. Such a fire always comes 
when least expected. The loss in records 
often exceeds the building losses. What 
would happen to your in-process papers? 


identify and classify each item properly, 
so it can always be referred to by exact 
number. Recoding your parts and ma- 
terials may cost less than you expect. 
Our engineers have built up a special 
library of standard nomenclature and 
numbering systems which can be readily 
adapted to your coding problems. For 
details, see BSD-10. 

Another case is the production snarl 
caused by out-of-date control figures. 
When your clerks are not able to keep 
all records current, it’s time for you to 
look into new ways of producing the 
figures. Many firms use our punched- 
card record services to get figures faster, 
at lower cost, for materials control, 
machine loading, costing, etc. See BSD-6. 


GET A PRIVATE SHOWING 
OF NEW SOUND SLIDEFILM 
ON PRODUCTION CONTROL 


It will be 23 minutes well spent for 
your key executives who get to see 
this brand new film on efficient co- 
ordination of men, machines and 
materials. Shows you practical 
methods for speeding a new sched- 
ule into actual production, holding 
down the materials inventory, spot- 
ting the bottlenecks before they 
happen, and adjusting a schedule to 
new conditions. Check coupon be- 
low for showing at your convenience. 


RECORDS FOUND. Here, on the morn- 
ing after a five-hour plant fire, all vital 
operating records were found intact. 
Though other files were completely de- 
stroyed, these papers survived in perfect 
condition. Remington Rand Safe-Files 
provided insulated protection at the 
point of use! This certified protection is 
also available in Safe-Desks and Safe- 
Cabinets. See actual case history RG-552. 


Visible tool records cut production costs 
in this plant by accurate control of 
tool charge-outs and reordering points. 


A new tool crib system 
won’t cost you a penny! 


A rush request comes in for a tool. If 
the tool is not there, work must be re- 
scheduled. That’s when you need tool- 
crib control that really works. 

In plant after plant, a small invest- 
ment for a 100% system has shown a 
big profit in: 1) assured availability of 
tools to meet production schedule needs; 
2) numerous tangible savings on tool 
inventory, purchasing, repair, and losses; 
3) reduced tool crib personnel. 

Yes, it’s actually easier, takes less 
work, to maintain complete control over 
tools than to rely on outmoded or make- 
shift routines. A Remington Rand tool 
crib system keeps paperwork at an abso- 
lute minimum ... simplifies filing and 
finding of records by tool and by worker 
... gives your tool supply status in a 
visible picture by item. 

It will pay you to study tool control 
forms and procedures now used in 
hundreds of plants, easily adaptable to 
your special plant needs. Ask for 
methods folder KD-641. 


Remington 


Management Controls Reference Library 


Room 1754, 315 Fourth Ave., New York 10 
| Please circle the literature you desire: | 
CH-724 BSD-10 BSD-6 | 
| © Production control film showing | 
RG-552 KD-641 | 
| Name | 
Title 
| Firm | 
Address 
4 City | 
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THE PRESIDENT’S PAGE 


Effective Two-Way Communications 


By EDWARD W. JOCHIM 
President, SAM, 1952-1953 


— tespmagen analysis indicates that communications are still our Number | problem. Fur- 

ther, real progress is improbable, if not impossible, until this problem is solved. Only 
teamwork can carry us forward, the teamwork of the management and the people of an es- 
tablishment working together to their mutual objectives. Effective two-way communications 


are the essential condition to this teamwork. Edward W. Jochim vid 

Yes, we have made real progress in the past without this teamwork. It was a kind of of ¢ 
“licking the cream off the top” type of progress. Conditions were such that even unco-ordi- offe 
nated activity could produce results. That condition has long passed. The February issue of mae 
FACTORY MANAGEMENT AND MAINTENANCE in the third of its excellent series of “Messages shij 
to American Industry” points out that prior to 1929 we made rapid advances in our wealth ae 
per person. Our wealth per person was higher in 1929 than it is now, some 23 years later. fet 
True, there were substantial reasons for this backsliding. The fact remains that continuous TH 


progress depends on our ability to meet and overcome obstacles. Teamwork can do this and 
more. Teamwork can produce a sustained rate of real progress that will dwarf all past ac- 
complishments. 


Even a casual survey of conference programs and management literature indicates 
that much work has been and is being done on this communication challenge. Some of it of 
good. Too little—not yet too late. Clearly the challenge is not presently being met. It would ah 
almost seem that again we have become so enamored with our intriguing techniques that we at 
are missing the crux of the challenge. Or could it be that our outstanding authorities on “4 
the subject are taking too much for granted, assuming that the fundamentals of the problem tha 
are so well known and understood that they can now be ignored? If we are to adhere to for 
our scientific management approach in all other problems, why not in this problem? It is the 
surely equally as dangerous to oversimplify the solution, such as in “just talk to the people.” the 

Authorities in the field of communications, generally agree on the following basic s 
concepts: 

1. There must be a healthy atmosphere brought about by consistent policies, practices and wh 
procedures that are equitable to all concerned. pm 
2. The desire for communications must be developed through bringing about our under- wh 
standing of the need for communications. - 
3. All of the many and valuable techniques are aids—not answers to the problems them- ot 
selves. “1 
4. The over-all success or failure of communications is dependent on what takes place in : 
the face-to-face relationships between the people and the first line supervision. - 
5. These relationships are first and foremost a matter of feelings, then of logic and facts. Z 


The second stage cannot be attained without passing through the first stage. Our com- 

munications break down most notably in this matter of feelings. There are a number of Tk 

important contributory causes for this. 

We are all familiar with the inherent difficulties of transmitting top management de- 
cisions or information from the top to the bottom entirely undistorted and uncolored. Per- 


haps too familiar. We tend to disregard the familiar—that we know and, therefore, largely . 
disregard. Time and effort is spent looking for that one unknown formula which will solve ms 
everything—the one formula which does not exist. ia 
People are subjected to more conflicting leadership today than ever before. Even some nt 
of our most outstanding citizens are confused—why do we wonder that people in our es- 
tablishments are confused? The professional and amateur “do gooders” have influence be- “a 
cause of their evangelical, if ill founded, zeal. The self-centered have influence because of : 
their completely unhampered unscrupulousness. Nor can we overlook those with blind spots, 
or those who are just plain stupid. m 
The challenge to management rests in meeting its responsibility for communications r 
within its over-all job of insuring healthy progress for the business. * = 
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Performance Budgeting In Government 


By CATHERYN SECKLER-HUDSON 


A more meaningful basis for management 


The performance budget system pro- 
vides no magic formula for the cure 
of all governmental weaknesses. It does 
offer a more meaningful basis for ad- 
ministrative planning, executive leader- 
ship, legislative action, administrative 
accountability and effective citizen par- 
ticipation. 


THE CONCEPT 


The performance budget concept, re- 
vived in 1949 by the Commission on 
Organization of the Executive Branch 
of the Government (popularly known 
as the “Hoover Commission”) basically 
means a focus of attention on the ends 
to be served by the government rather 
than on the dollars to be spent. In the 
formulation of a performance budget 
the most important single task, then, is 
the precise definition of the work to be 
done and a careful estimate of what 
that work will cost. In the United States 
where the annual national budget ap- 
proaches the 100-billion dollar mark, 
where annual Federal spending amounts 
to more than 25 percent of the national 
income, and where more than 50 mil- 
lion individuals contribute to the pub- 
lic purse of the Nation, the concept of 
ends to be served by the government 


takes on practical meaning for every- 
one. 


THE PRESENTATION 


The performance budget document is 
prepared on the basis of functions and 
objectives of the several agencies and 
departments of government rather than 
exclusively on the basis of objects of 
expenditure and organizational units. 
This presentation is especially impor- 
tant for those who give attention to the 
budget after it leaves the unit which 
originally prepares it. Thus, the format 
and presentation are vitally important 
to the legislative bodies that pass judg- 
ment on the merits of what is presented, 
and that authorize funds for the admin- 
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ships include: Washington, D. C., SAM Chapter, 
American Political Science Ass'n, and the American 
Society of Public Administration. 


istration of the substance. Also, the 
form of presentation is important for 
responsible citizens or groups of citi- 
zens who actively participate in the 
budget process, and who ultimately fi- 
nance the programs authorized by the 
legislatures. 


In the total sequence of performance 
budgeting, where an executive budget 
system is used, there are two documents. 
The first document contains the execu- 
tive proposal of a governmental work 
program, stated in financial terms, and 
with proposed costs and revenues shown 
in relation to each other. The second 
document contains the appropriation 
Acts as passed by the legislative body 
(in one or more parts) authorizing the 
use of public funds for the programs 
as modified by the legislature. The sec- 
ond document represents legislative de- 
cision on executive proposals and it is 
the official budget of the governmental 
unit it represents. The format of the 
legislative document should follow in 
pattern and style that of the executive 
budget proposal, for it becomes the 
controlling instrument in the adminis- 
tration of the governmental functions 
and activities as authorized in public 
law. The presentation of the executive 
budget proposal is especially significant 
in that it establishes the basic pattern 
for appropriation structure. 


The Hoover Commission maintained 


that if the executive preparation of the 
Federal budget were on a performance 
basis,—centering the attention on vol- 
ume of work to be done, accomplish- 
ments achieved, and the cost of the 
services needed, it would concentrate 
congressional action and executive 
direction on the scope and magnitude 
of the different Federal activities.” 
Furthermore, it would place “. . . both 
accomplishment and cost in a clear light 
before the Congress and the public.”! 


THE PRACTICAL MEANING 


When the Hoover Commission made 
its recommendation that the Federal 
Government adopt a budget based upon 
functions, activities and projects, there 
were grave misgivings on the part of 
many Federal officials. Specifically, 
what would the practical meaning of 
“performance budgeting” come to be 
and with what implications? How 
would it be defined by the Bureau of 
the Budget? By the Congress and its 
committees? Within each individual 
agency ? 

Four years after the Commission’s 
recommendations, these questions have 
not been answered fully. Because of 
multiple participation in the Federal 
budgetary process it is possible that 
there will never be complete and final 
answers to these questions. (See Figure 
1, page 6). It is now rather generally 
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accepted that as a minimum the per- 
formance budget process involves: 


1. the formulation and adoption of 
a plan of activities and programs for a 
stated time period; 

2. the relating of program costs to 
resources; and 

3. the achievement of the authorized 
plan, according to a time schedule and 
at a cost within available resources. 


This work plan to be meaningful 
must lie within the framework of a cen- 
tral public policy. It should include 
such substance as will provide reason- 
ably accurate answers to the following 
questions concerning each program in 
the budget: 


WHAT are we proposing to do 
and WHY? 

HOW MUCH do we propose to do 
and WHEN? 


WHAT resources will be needed 


and at what cost? 


WHEN will we be through? 


The process of forecasting the an- 
swers to these questions is one that never 
ends. On the contrary it is a continu- 
ous, on-going activity of arranging, 
authorizing and administering the work 
plan of the Nation. 

At the Federal level of government 
the development of a unified and com- 
prehensive work plan is made especi- 
ally difficult because of the distinguish- 
ing features of the governmental en- 
vironment. Among these features are: 


1. The gigantic size of the budget. 

2. The multifarious activities and 
programs of government ranging from 
research on atomic energy to the com- 
bating of white lice on roses, and from 
the waging of war in the Far East to 
the effective delivery of Christmas cards 
before December 25th of each year. 


3. The number of persons and insti- 
tutions participating in one way or an- 
other in the budget process. (See Fig- 
ure 1). 

4. The range and delicacy of human 
and group relationships involved, not 
only between agencies and branches of 
the Federal Government, but among the 
sub-divisions within any given agency. 

5. The political setting of the budget 
including the influence of such matters 
as political elections, campaign prom- 
ises, changes in executive and adminis- 


MULTIPLE PARTICIPATION 
in the Federal budgetary process 


. The President of the United States 
. The Council of Economic Advisers 
. The Bureau of the Budget 

. The Department of the Treasury 


. The Individual Agencies and their sub- 
divisions 


6. The Federal Reserve Board 


7. States and Municipalities having 
Grants-in-aid programs 


8. The Congress of the United States and 
its Committees 


9. The General Accounting Office 
10. The Federal Courts 


The multitude of interrelationships and 
frictions growing out of this multiple par- 
ticipation in the budgetary process often 
conditions action and decision beyond the 
letter of the law. The most delicate prob- 
lems of public budgeting arise from the 
quality of interactions and working rela- 
tionships of those who participate in the 
process. 

Although official titles and methods of op- 
peration may differ, there are comparable 
participants in the budgetary process at 
the state and local levels of government. 


WHO ARE THE PERSONS OR INSTITUTIONS WITHIN THE FORMAL FRAMEWORK OF THE 
GOVERNMENT WHO INFLUENCE OR SHAPE THE BUDGET OF THE UNITED STATES? 


trative leadership, competing social and 
economic interest groups, international 
tensions, and national security. 

6. The high degree of accountability 
of the Congress in the budgetary proc- 
ess. 


7. The significant role of the budget 
in conditioning the total national econ- 
omy. 


These and other complicating con- 
ditions have made many individuals 
seriously question the possibility of de- 
veloping a comprehensive, meaningful, 
or coordinated performance budget for 


the Federal Government. 
DECISION-MAKING 


Performance budgeting involves de- 
cision-making by all those who partici- 
pate in the budgetary process. These 
decisions are often so complex in nature 
that they seem to present no orderly 
pattern. However, it seems possible to 


-isolate at least six areas wherein de- 


cisions are made by one or more of 
those responsible for public budgeting. 


These areas may be stated as follows; 


1. Somehow and somewhere there is, 
or should be, an analysis and compara. 
tive evaluation of all the needs of the 
people who live within the jurisdiction 
to be served by the budget. 

Question requiring decision:—Wha 
are the needs of the people and what 
are their relative merits? 

2. There is at some point or points 
a selection, from among these needs, 
of those to be administered by the gov. 
ernment and which will therefore be 
included in the government’s plan of 
activities. 

Question requiring decision:—What 
choices are made from among the many 
needs for inclusion in the public bud. 
get, and on what basis are these de. 
cisions made? 

3. There must be at some point the 
establishment of fiscal resources to meet 
the costs of the planned activities. 

Question requiring decision:—What 
fiscal policy shall be authorized to meet 
the costs of the work plan? 

4. There must be appropriations, ap- 
portionments and allocations of re- 
sources and funds among the many 
authorized activities and programs. 

Question requiring decision:—How 
much money and other resources shall 
be allocated to each program and at 
what rate of expenditure? 

5. Responsibility for the direction 
and administration of the budget must 
be located. 

Question requiring decision:—What 
persons or organizations shall direct 
and administer the program and how 
shall this be done? 

6. There shall be an accounting for 
performance and a justification of the 
administration of the budget. 

Question requiring decision:—Who 
shall be held accountable for results 
and to whom shall the account be 
made? 


Readily it can be seen that these 
areas of decision-making reach into 
every aspect of public budgeting. They 
embrace both long-range decisions, and 
manifold short-range decisions. Further- 
more, between and during the stages of 
formulation, adoption, and administra- 
tion of the budget, revision and change 
inevitably occur. New needs arise and 
old ones disappear. Hence, the budget 
must provide for such flexibility as will 
permit consideration of all contingen- 
cies. At the time when the budget is 
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presented to the legislative body, it 
represents executive decisions upon how 
limited resources shall be distributed 
among numerous programs. The budget, 
as finally enacted into public law, rep- 
resents executive and legislative com- 
promises as they are translated into 
legal decisions concerning specific pro- 
grams. 


OLD IDEA—NEW EMPHASIS 


While credit for formally introduc- 
ing a performance type budget into the 
Federal Government of the United 
States should be given to the Hoover 
Commission, the idea is by no means 
new. At various times and in different 
places it has been called “functional,” 
or “activity,” or “program” budgeting. 
Progressive cities in many parts of the 
United States have used one form or 
another of this type of budgeting for 
many years. 

Since departmentalization at the city 
level is generally on a functional basis, 
and appropriations are usually made 
for departments, the elementary aspects 
of performance budgeting have existed 
in city budgets for half a century or 
more. Among the cities which have 
made progress in performance budget- 
ing are Richmond, Va.; the City and 
County of Denver, Colo.; Oxnard, Calif. ; 
Kissimmee, Fla.; San Diego, Calif.; 
Kansas City, Mo.; Detroit, Mich.; 
Rochester, N. Y.; Los Angeles and 
Berkeley, Calif.; Slater and Lebanon, 
Mo.; Wichita, Kan.; and Phoenix, 
Ariz.2 It should be emphasized that a 
study of these and other budgets reveals 
that no one pattern of presentation has 
been used exclusively. Rather, there are 
a number of patterns emerging, differ- 
ing according to the particular unit to 
which each applies. 

More complex in function than the 
city, but less complex than the Federal 
Government is the State jurisdiction. 
However, with the strengthening of the 
position of the Governors as one State 
Constitution after another has been re- 
written or amended, it is a natural devel- 
opment that the progressive States have 
tended toward performance budget sys- 
tems. Oklahoma has done significant 
work in developing a functional budget. 
California is outstanding for the prog- 
ress made in building appropriations in 
terms of programs, and Maryland voted 
to adopt a performance State budget 
system in November, 1952. Other states 
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are converting to program budgeting in 
some degree. 

Many of the individual agencies and 
departments of the Federal Government 
have justified their activities on a pro- 
gram basis for years. The Department 
of Agriculture has a score of clearly 
identifiable programs which have long 
been presented as such. The Department 
of the Interior has clearly developed 
activity schedules. Many of the so-called 
Government Corporations have pre- 


sented well developed program budgets 
since the passage of the Government 
Corporations Control Act of 1945.* 
With the passage of the National Se- 
curity Act Amendments of 1949* the 
Congress of the United States made 
mandatory the presentation of perform- 
ance budgets by the Department of De- 
fense and the three military establish- 
ments—the Department of the Army, 
the Department of the Navy, and the 
Department of the Air Force. Although 


THE FEDERAL BUDGET--Fiscal 1954 


BUDGET EXPENDITURES --By Procran 


Where the Money Will Go in 1954 
10 20 
T 


& 


& 


Total Budget Expenditures 
Fiscal Year Billions 


1954 Est. $78.6 
1953 Es 74.6 
1952 66.1 
1951 44.6 
40.2 
1949 40.1 
1945 98.7 


Source: The Federal Budget in Brief, page 9 


1954 BUDGET 


FIGURE 2. 
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the military establishments had made 
considerable progress in developing 
performance budgets before the passage 
of the 1949 Act, additional strides have 
been made since. Especially important 
is the work of each in implementing the 
concept of Comptrollership in Govern- 
ment.° 


GOVERNMENT—TODAY 


In 1950 the Congress of the United 
States provided for Government-wide 
presentation of the budget on a per- 
formance basis. The Budget and Ac- 
counting Procedures Act of 1950,° while 
not using the words “performance bud- 
get,” provides that: 

“The Budget shall set forth in such form 

and detail as the President may deter- 

mine—(a) functions and activities of the 

Government; (b) any other desirable 

classification of data; (c) a reconciliation 

of the summary on expenditures with pro- 

posed appropriations.” * 

This provision has been interpreted as 
providing for a performance budget on 
a government-wide basis particularly in 
view of the Conference Report on the 
bill which states that the words “per- 
formance budget” had been eliminated 
from the Senate amendment as being 
superfluous and possibly, at a later 
date, restrictive.* Even before the final 
passage of the Act, the Director of the 
United States Bureau of the Budget had 
announced that the Budget of the 
United States Government for the fiscal 
year 1951 would be presented on a 
“performance” basis with a breakdown 
of over 90 percent of the proposed ex- 
penditures into activity schedules show- 
ing programs and costs.’ Indeed, as 
early as January, 1947, the budget 
document was sent to the Congress con- 
taining a functional system of classifi- 
cation of government programs and 
expenditures.*° Since then there has 
been a noticeable attempt to present the 
Federal budget on a performance basis. 
Especially there has been an effort to 
locate costs of a major program within 
a single appropriation Act. 

Supplementing the Budget of the 
United States for the past four fiscal 
years is the simplified version known 
as The Federal Budget in Brief. Each 
year this graphic booklet has clearly 
presented the budget expenditures in 
the form of broad government pro- 
grams, classified according to the pur- 
poses and functions they are designed 
to serve.1 Almost three-fourths of all 
Federal expenditures for the fiscal year 


BUDGET RECEIPTS 


THE FEDERAL BUDGET--Fiscal 1954 


Where the Budget Receipts Will Come From in 1954 
5.0 10.0 


Direct Taxes on Individuals 


Direct Taxes on Corporations 


i : 
1954 Es. $68.7 
1953 Est 68.7 


1952 62.1 

1951 48.1 

1950 37.0 

1949 38.2 

1945 44.8 
Source: 


The Federal Budget in Brief, page 7 


Note: Receipts are estimated under present tox lows 
and ore shown alter deduction of refunds 


dnd OTHER RECEIPTS 


1954 Budget 


FIGURE 3. 


1954 (according to the President’s 
January, 1953 estimate) will be for six 
major national security programs— 
military services, international security 
and foreign relations, the development 
of atomic energy, the promotion of de- 
fense production and economic stabili- 
zation, civil defense, and merchant 
marine activities. It is estimated that 
these six programs will cost the United 
States over 57 billion dollars. These 
and other government programs are 
shown together with their estimated 
costs in Figure 2. (See page 7). The 


Government’s estimated receipts under 
present laws are shown in Figure 3. 
(See above). 


PRINCIPAL ELEMENTS 


Performance budgeting especially at 
the national level poses a challenge not 
only for executive leadership but for 
the Congress of the United States as 
well. It invites a change in approach to 
the problems of legislation and admin- 
istration. It requires vigilant study, a 
receptiveness to new ideas and _ tech- 
niques, and painstaking thoroughness in 
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APPRAISING A PERFORMANCE BUDGET SYSTEM 
A Yardstick 


Are there well defined work programs and activities 
with a careful definition of their costs? 


Is there a system of work measurement and the use 
of performance standards? 


functional basis? 


Does administrative reporting include reporting on a 


complished 2? 


Are records kept in terms of functional activities ac- 


Are cost accounting and accrual accounting methods 
used where applicable? 


auditing ? 


Is there provision for continuous management analysis 
and improvement including a system of internal 


ALL SHOULD BE IN CONFORMANCE WITH A CENTRAL PUBLIC POLICY 


categories? 


Are expenditures divided into appropriate major 


Is the appropriation structure in terms of programs 
and activities to be achieved? 


FIGURE 4. 


research which heretofore have been 
reserved too often for the scholar. In 
the fullest sense, performance budget- 
ing embraces a theory of management 
which is to be found partially in the 
best experience of the past combined 
with on-going study and research in the 
future. If a more restricted interpreta- 
tion is given the concept, it is doubtful 
whether “performance budgeting” will 
endure at the Federal level of govern- 
ment. A narrower definition could 
readily result in oversimplification 
which would not be applicable or ade- 
quate in a system of government as 
complex as that of the United States. 

In studying a given governmental 
unit is it possible to identify the exist- 
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ence and application of the theory re- 
quired for fully implemented perform- 
ance budgeting? Are there tangible 
evidences of such a theory and if so, 
what are they? (See Figure 4). This 
writer believes that there are certain 
necessary elements in a system which 
maintains a fully developed perform- 
ance budget operation. Time, experi- 
ence, and further research may add to 
or subtract from those which seem clear 
today. However, at the present time fea- 
tures which should be identifiable in 
such a system would of necessity in- 
clude, at least, the following: 


1. The use of work programs and 
activities. 


2. The installation of work measure- 
ment and the application of perform- 
ance standards. 


3. The improvement of administra- 
tive reporting to include reporting on 
a performance basis, and the establish- 
ment of a progressive system of record 
keeping along functional lines. 


4. The installation and maintenance 
of an accrual basis of accounting and 
improved cost accounting methods 
where applicable or desirable. 


5. The provision for a comprehen- 
sive and continuous system of manage- 
ment analysis, evaluation, and improve- 
ment, including a system of internal 
auditing. 

6. The presentation, justification, and 
authorization of public expenditures by 
appropriate primary categories—usual- 
ly current operating expenditures and 
capital expenditures. 


7. The revision of appropriation 
structure in terms of programs and ac- 
tivities to be administered. 

8. The consistency of all the above 
elements with a central public policy. 


Each of the above does not stand 
alone—each is valuable principally to 
the extent it interacts upon or operates 
in relation to each of the others and to 
the whole. It is in the total complex of 
these interactions that one finds the full 
meaning of program or performance 
budgeting. (See Figure 4). It is only 
for purposes of discussion that these 
several elements are treated separately 
in the following paragraphs. 


1. Work Programs and Activities. 
The use of work programs and activities 
is one of the principles of budget man- 
agement formulated by the late Harold 
D. Smith while he was Director of the 
United States Bureau of the Budget.'? 
He referred to it as the principle of 
“executive budget programming.” It re- 
quires that individual agency programs 
should be formulated and considered in 
terms of the government program as a 
whole and should be in accordance with 
the policies established by the Presi- 
dent. A sound work program for a spe- 
cified time period, should include for 
each activity a clear definition of objec- 
tives, the choice of basic methods for 
achieving the objectives, a forecasting 
of how much and what kind of work is 
to be done, at what cost and when. 

It is generally agreed that the first 
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PRODUCT LINE CONTROL 


Product Planning 


By CHARLES H. KLINE 


A managerial approach to product line control 


 evenend PLANNING, as a specialized 

function of management, is a rela- 
tively new concept in industry. While 
some planning of products has always 
been carried on in industry, the function 
has generally been scattered throughout 
sales and research management. In or- 
der to ensure that product decisions are 
reached only after careful consideration 
of all business factors, progressive com- 
panies today are beginning to center re- 
sponsibility for the overall analysis of 
product problems in specific individuals. 
In large companies where there are a 
number of different product lines, each 
with its own sales manager and separate 
sales force, the product planner is gen- 
erally on the central marketing staff and 
usually reports directly to the chief 
sales or marketing executive. In smaller 
companies the line sales manager him- 
self may carry out the product planning 
program, alone or with a staff assistant. 

The basic objective in any product 
planning program, regardless of size of 
company or type of organization, is to 
provide continual analysis and advance 
planning of the product line. Among the 
important elements of the program are 
the following: 


1. Establishing profit standards as a 
guide to product decisions. 

2. Establishing and maintaining a 
sound product policy. 

3. Analyzing existing products to de- 
termine which should be dropped and 
which expanded. 

4. Simplifying product lines by reduc- 
ing the number of grades, sizes, models, 
colors or other varieties. 

5. Controlling the volume of small or- 
ders by establishing suitable pricing 
and packaging practices. 

6. Establishing methods to improve 
the development and introduction of 
new products. 

7. Analyzing new areas of product de- 
velopment. 


through planning. 


STANDARDS OF PROFITABILITY 


In many companies insufficient em- 
phasis is placed on profit standards as 
a means of guiding product decisions. 
Most businesses appraise profitability 
simply on the basis of margins on sales. 
Gross margins in particular are very 
deceptive, since comparisons based on 
them assume a uniform selling and ad- 
ministrative expense for all products— 
a situation often very far from the facts. 
Net margins are somewhat better meas- 
ures, since they do take into account 
sales and general expenses. Neither 
gross nor net margins, however, con- 
sider turnover, the ratio of sales to in- 
vested capital. 


The most appropriate measure of 
profitability is the percentage net re- 
turn on investment. This is the ratio of 
net profit to total investment—the value 
of the land, buildings and equipment 
(preferably at first cost) and the in- 
ventories, receivables and cash required 
to produce a given product. The return 
on investment is a measure of the effi- 
ciency of use of facilities. Oftentimes 
it gives a much different picture than 
the margins on sales. In one company, 
for example, there were ten products, 
and most effort and attention were given 
to Product A because its net margin 
(before taxes) of 27% was the highest 
in the company. Actually, there were 
five other products which, although 
their net margins ranged only from 23% 
to 11%, still showed a more satisfactory 
net return on investment. Net return 
(before taxes) on total investment for 
these products ranged from 54% to 
25%, while the favored Product A re- 
turned only 23%. In this case misdi- 
rected effort arising from the use of a 
faulty profit standard undoubtedly cost 
the company a considerable loss in total 
profit. 


The principal use of profit standards, 
of course, is in allocating funds to va- 


rious projects. Here one company re- 
quires that the following minimum 
standards be met: 

Net return 


(after taxes) 
on investment 


Labor-saving devices 10% 
New products 18% 
Process improvements on 

old products 25% 


This company is interested, first, in 
reducing the direct labor content of it 
present products; second, in developin, 
new products; and third, in improving 
its existing manufacturing processes. 
Different emphasis could, of course, be 
given to these activities simply by 
changing the required return. 


PRODUCT POLICY 


A product policy expresses the long- 
range strategy of a business. It answers 
the question, “What general type of 
product can this company make and sell 
most efficiently?” In other words, a 
product policy is a statement of a com- 
pany’s reason for existence in the econ- 
omy. 

A good product policy capitalizes on 
the special strengths and resources of 
a company and avoids its weaknesses. 
For example, if a company is large, has 
strong financial backing and extensive 
research facilities, it is admirably suited 
to the development of highly technical 
products requiring large research and 
engineering staffs and heavy expendi- 
tures. On the other hand, such a com- 
pany is generally much too slow in de- 
cision-making and too cumbersome in 
action to engage successfully in the man- 
ufacture of fashion goods. Here financial 
requirements are lower, large size is not 
desirable and extensive research facili- 
ties are unnecessary. The real needs in 
this latter type of business are anticipa- 
tion of styles, quick decision-making 
and fast action, and for these a small 
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tightly-knit organization is generally 
best. 

Every company must develop its own 
product policy on an individual basis. 
The number of different, but equally 
successful strategies is fairly large. All 
policies, however, must consider the fol- 
lowing points: 


1. Desirable level of investment. 

2. Desirable level of sales. 

3. Area in which the company is tech- 
nically most competent. 

4. Types of product the company is 


best equipped to manufacture. 


5. Types of product the company is 
best equipped to distribute. 

6. Desirability of patent protection. 

7. Preferred types and sources of raw 
materials. 

8. Desirability of mass production or 
small-volume specialty production. 


The product policy should be stated 
in writing and widely circulated so that 
it can be used to direct the efforts of all 
personnel towards the same business ob- 
jectives. A sound policy, well expressed 
and well taught to all members of man- 
agement, makes for a more decisive, 
more alert and faster-acting organiza- 
tion. It is especially important to ex- 
plain the policy carefully to the prod- 
uct research and development depart- 
ment. Here the product policy serves as 
a guide both to the individual researcher 
in the conception of new research proj- 
ects and to the research management in 
the initial screening of proposed proj- 
ects. 

The product policy also provides a 
set of objective criteria to access the 
relative desirability of alternate prod- 
ucts or research projects. Such assess- 
ments are often necessary when a limit- 
ed amount of manpower or capital must 
be allocated to several different prod- 
ucts, and when there are too many un- 
certainties or not enough data to make 
a comparison strictly on the basis of 
profitability. To simplify comparisons, 
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some companies express their statement 
of policy in terms of a numerical scor- 
ing procedure, so that an approximate 
measure of the product desirability can 
be expressed as a single number. 

Similarly the product policy is often 
useful in the analysis of products with 
an unsatisfactory record of sales and 
profit. It is frequently difficult at first 
glance to determine whether such prod- 
ucts are basically unsuited to a com- 
pany’s operations or whether they are 
merely suffering from faulty organiza- 
tion, insufficient effort or poor manage- 
ment. A statement of policy provides a 
framework for the business analysis of 
each product and a set of criteria for 
judging its suitability. This use is dis- 
cussed in the following section. 


EXISTING PRODUCT LINE 


In many companies the development 
of product lines has been very haphaz- 
ard. New products have been introduced 
as the opportunity arose or the needs of 
the moment required. The successful 
ones have generally received close at- 
tention from management, but the less 
successful have often survived from year 
to year through sheer inertia. Sometimes 
too many unrelated products have been 
introduced, or obsolescent products have 
been continued too long. In all these 
cases there is usually a natural reluc- 
tance in the sales force to drop any 
item that contributes to total sales vol- 
ume. 

An important phase of any product 
planning program is a thorough analy- 
sis of all suspect items in the line. Prod- 
ucts definitely unsuited to the company’s 
operation should be dropped or sold 
as going businesses. One company with 
annual dollar sales in the middle eight 
figures eliminated in three years 16 dif- 
ferent products with total sales of sev- 
eral million dollars—nearly ten per cent 
of its total volume. Nevertheless, over 
this three-year period the company’s 
total sales increased by roughly half and 
its net profits by some 20 times. Of 


course, these spectacular results were 
due to a number of factors, principally 
an improvement in general business con- 
ditions in this period. The company 
management has stated, however, that 
it believes an important part of the im- 
provement arose from the elimination 
of the discarded products, several of 


which had been unprofitable and all of | 


which had diverted the efforts of man- 
agement and workers alike from the 
company’s main products. 

A number of the products eliminated 
in this case were sold or transferred to 
other companies better suited to handle 
them. Investment in inventories and 
equipment was thus recovered, and, in 
addition, moderate royalties were re- 
ceived. In one case royalty income over 
the five years after sale was consider- 
ably greater than the estimated net prof- 
it that would have been realized if the 
company. had retained the product. 

Although this product review made a 
sizeable reduction in the company’s 
product line, its basic aim was not to 
eliminate products but to improve over- 
all operations. In several other products 
analyzed in this same program, the com- 
pany assigned additional personnel to 
technical or market development, in- 
stalled new production equipment or 
adopted new policies to increase sales. 
The net result of the whole program was 
the concentration of more effort on all 
products with any real promise. 


SIMPLIFICATION 


In most companies each product is 
offered in a number of different grades, 
sizes, colors or other varieties. The num- 
ber of individual items handled is often 
very large. One manufacturer of semi- 
finished industrial materials recently 
found to his horror that it was possible 
to order from his catalog some 43,000 
different standard varieties of his prod- 
ucts. A concerted drive to concentrate 
effort on fewer items led to some start- 
ling reductions, as shown in the follow- 
ing figures: 


Number of grades, 
Percentage sizes and colors 
reduction Product Old New 


96 Fabricated 
specialty 734 28 


76 Maintenance and 

serviceitems 51 12 
67 Processed 

material 3 1 
39 Semiprocessed 

material 75 46 


In this company most of the elimina- 
tions or consolidations of grades were 


| 
| 
| 
| 
| 
1 
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‘readily agreed to by engineering, manu- 
facturing and sales as soon as the facts 
were developed. This company, how- 
ever, had been using an outmoded sys- 
tem of manual accounting that made 
no record of sales by item so that there 
had been no way of knowing at any one 
time just how many items were actually 
being sold. The introduction of auto- 
matic accounting machines made pos- 
sible regular monthly reports of sales 
by item. These were analyzed periodical- 
ly by the sales manager, production 
manager, technical director and ac- 
countant for each line, and the sales 
manager was authorized to make the 
necessary deletions. The reports of sales 
by item also served as a basis for com- 
piling for the first time an accurate 
master list of authorized products and 
grades. This list was revised every six 
months and analyzed periodically for 
trends in the expansion or reduction of 
the overall line. 


CONTROL OF ORDER SIZE 


The problem of small orders, often 
filled at a loss, is always a difficult one. 
On a typical small order the clerical, 
accounting and handling charges often 
run higher than the gross margin real- 
ized. Where a company does its entire 
business in small orders, it can organ- 
ize all its distribution and clerical pro- 
cedures specifically to handle such 
items. The simplified methods required 
often involve some risk of loss, but since 
the orders are small, the actual cash loss 
is slight. A more serious case arises 
when a company basically organized to 
handle a relatively small number of 
large orders also attempts to process a 
large number of small orders. The care- 
ful procedures and safeguards necessary 
for the large orders are far too costly 
for the small. 

An example of this problem is shown 
in Figure 1, which analyzes sales by or- 
der size for an actual group of products 
for one month. Total sales of the prod- 
uct group in this month were approxi- 
mately $500,000, and there were in all 
about 600 orders. Only 5% of the total 
number of orders received exceeded 
$1,000, but these orders accounted for 
69% of total sales. Similarly the 31% 
of all orders over $100 in value ac- 
counted for 95% of all sales. On the 
other end of the scale, 29% of all or- 
ders were for amounts of ten dollars or 
less, but these contributed much less 
than 1% of total sales. Even the 69% 


of all orders of $100 or less in value 
amounted to only 5% of all sales. 

The manufacturer here was attempt- 
ing to be a mass producer, a specialty 
producer and a retail distributor all 
under the same roof. Profits, however, 
came only from the mass production 
and sale of a few large-volume items. 
The solution in this particular case was 
the institution of standard packages, the 
contents of which had minimum values 
of 20 to 40 dollars. This one step re- 
duced the volume of incoming orders by 
nearly half. In other situations mini- 
mum order limits and, in custom-made 
lines, service charges on orders below a 
certain value are used to control the 
size and volume of orders. 

The policy on small orders will obvi- 
ously vary from product to product. In 
new products in particular small orders 
are necessary to develop the business. 
Limitations imposed on older products 
must not be allowed to impair the suc- 
cess of development programs by re- 
stricting the sale or gift of sample quan- 
tities. 


CONTROL OF PRODUCT LINE 


The three preceding sections have 
dealt chiefly with means of improving 
existing product lines. Although analy- 
tical reviews of existing products and 
programs to reduce the number of 
grades, sizes and colors in a line are 
periodically necessary, these steps are 
essentially repair work to rectify mis- 
takes of the past. The creative aspect 
of product planning lies in shaping the 
future. One of the most important steps 


in preparing a company for the future 
is to ensure a continuing flow of new 
products for the future. 

The history of product development 
in many companies has not been entire. 
ly satisfactory. Sometimes laboratory 
groups have scattered their efforts by 
attempting to carry on too many unre. 
lated developments at once. In small 
companies where technical service work 
in support of sales and the development 
of basically new products are carried 
on in the same group, there has occa- 
sionally been an unwise distribution of 
laboratory effort between the two func. 
tions. Most serious of all, there has 
often been poor coordination between 
laboratory and engineering groups on 
the one hand and sales and manufactur- 
ing on the other, so that many promis- 
ing developments have failed through 
lack of a complete, well directed and 
properly timed program of commercial 
development. 

The improvement of these conditions 
is partly a matter of training and partly 
a matter of formal control procedures. 
As to training, the product planner 
should make sure that all sales and 
development personnel understand the 
company’s product policy, its profit 
standards and its strategic aims as a 
business. Where research scientists and 
development engineers are encouraged 
to think of their work in terms of gen- 
eral business requirements and overall 
company policy, there will often be a 
surprising increase in enthusiasm and 
morale and an amazing outpouring of 
new ideas. and new product develop- 


ANALYSIS OF ORDER SIZE 


Products: Industrial Materials 


Period: One Month 
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FIGURE 2—Product Development Procedure 


EXECUTIVE 
VICE-PRESIDENT 


analysis. 


Approves REQUEST 


SALES MANAGER 


Initiates REQUEST FOR DEVEL- 
OPMENT and completes sales > 


TECHNICAL DIRECTOR 


PRODUCTION MANAGER 


CONTROLLER 


Completes technical analysis 
on REQUEST. 


Submits REQUEST for approval 


Completes production analysis 


—— > on REQUEST. 


Conducts commercial evaluation 
and makes sales plans. 


Conducts technical research 
on product. 


Conducts research on process. Reports charges. 


analysis. 


Approves REQUEST 


Initiates REQUEST FOR NEW 
PRODUCT and completes sales 


<——_ Submits REQUEST for approval. << 


> Completes technical analysis 


on REQUEST 


Completes production analysis 
on REQUEST. 


Introduces and sells product. 


Provides technical service 


Manufactures product. 


Reports sales ond profits. 


ments. Ivory towers are not particularly 
fertile; the laboratory must be an integ- 
ral part of the business organization it 
serves. 

As to procedure, a product planning 
program must provide a workable sys- 
tem for the control and coordination of 
development activity. This requires list- 
ing and defining the various phases of a 
complete development program and as- 
signing specific responsibility for each 
phase to a particular individual in the 
company. The scheme employed by one 
manufacturer of industrial goods is 
shown in simplified form in Figure 2. 
Control was achieved through the use 
of two forms, the first authorizing devel- 
opment work and the second authorizing 
the introduction of the new product. 
Each of these control forms provided 
space for a marketing analysis, a techni- 
cal analysis and a manufacturing analy- 
sis of the proposed product. In this par- 
ticular business the sales manager had 
primary responsibility for the overall 
development program, but the specific 
approval of the technical director and 
production manager were also required 
on both forms. This company had but 
one laboratory to work both on research 
and development and on trouble-shoot- 
ing, product improvement and technical 
service to sales. Provision was made for 
proper distribution of effort between 
long-range development and short-range 
laboratory services by a system of bud- 
getary control. 

At first there was considerable fear 
in this company that the control pro- 
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cedure would stifle development work. 
In practice, however, these fears proved 
unfounded, and it was later generally 
agreed that the procedure was a real 
aid to the development program. Differ- 
ences of opinion were brought out early 
on any project, and decisions were made 
more quickly by management. Fewer 
projects were started, but a higher per- 
centage were carried on to the successful 
introduction of new products. 

In some consumer-goods businesses 
where new models are regularly intro- 
duced, the product planner can often 
coordinate product development work 
through a product development calen- 
dar. At one appliance company such a 
calendar is issued monthly. It summar- 
izes all changes in the line, including 
such items as the development and intro- 
duction of new products or models and 
the modification or elimination of ex- 
isting ones. For each event the calendar 
gives the target date, the individual re- 
sponsible and the specific factory sec- 
tion or sales group involved. In this 
particular company the product planner 
himself does not set any of these target 
dates or assign any functions to oper- 
ating personnel. He has a staff function 
only, and his task is to secure agree- 
ment from the line managers of devel- 
opment, production and sales. 


NEW AREAS FOR DEVELOPMENT 


In considering major new develop- 
ment projects it is generally necessary 
to make not only a technical analysis 
but also a commercial analysis of the 


proposed new product as a business in 
itself. In one large corporation the 
product planner makes a detailed mar- 
keting analysis of each major new de- 
velopment before the project leaves the 
laboratory. The technique here is simi- 
lar to the analysis required to determine 
whether to retain or eliminate an exist- 
ing product. In considering a proposed 
new product, market or development, 
however, there is much less information 
available and the individual judgment 
of the analyst is correspondingly more 
important. In highly technical busi- 
nesses the analyst must have a very 
thorough technical knowledge as well as 
a sound marketing background. 

In appraising new development proj- 
ects and proposed new products, the 
product planner must, of course, work 
closely with the market research depart- 
ment, the product development labora- 
tory and the process development group. 
In one company the heads of these four 
functions were detached from other work 
and established temporarily as a full- 
time committee to draw up a plan of 
long-range development. The committee 
examined a large number of opportuni- 
ties for product development in three 
areas: first, new needs of the company’s 
markets; second, the utilization of new 
raw materials; and third, the exploita- 
tion of new technical discoveries. Out 
of several hundred ideas originally pro- 
posed, the committee selected 12 for 
further study by special task groups. Of 
these, five were eventually recommended 
for actual development. 
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CONCLUSION 


The overall results of a product plan- 
ing program are higher profits. Com- 
panies with such programs believe that 
they make an immediate contribution to 
profits in clearing away marginal prod- 


ucts, small orders and excessive prod- 
uct varieties. The major contribution of 
product planning, however, is the guid- 
ance of product development through 
the establishment of profit standards 
and product policy and through care- 


ful control of the development program, 
Sound planning over the years results 
in the more rapid and more successfyl 
introduction of new products and builds 
a more profitable product structure for 
the future. * 


What's Ahead—In The Labor Force 


HILE looking ahead, we might well 

project our thinking with reference 
to our national labor force. The Cen- 
sus Bureau has developed some inter- 
esting statistical data in this connection. 
Their figures make it incumbent on 
those, who are responsible for the labor 
force, to do some long-range planning. 


The figures, which have been devel- 
oped by the Bureau, are all premised 
on a prosperous and quasi-peacetime 
economy. The hopes of American man- 
agement are certainly in this direction, 
since we have had to support cold war 
production falsities too long. 


According to estimates, the labor 
force in the United States will advance 
steadily during the next quarter cen- 
tury. By 1955, it will be up to 67,950,- 
000; to 72,280,000 by 1960; to 78,142,- 
000 by 1965; to 83,953,000 by 1970; 
and to 88,593,000 by 1975. If one in- 
cludes the armed forces at their present 
levels, this means an increase in excess 
of 22 million jobs during the 23 years 
—a rate of almost one million per year. 
These estimates, of course, would be re- 
vised upward in event of another all- 
out war or downward in event of a seri- 
ous depression. 


If you are still interested in playing 
with figures, you can take a guess at 
union membership over the same period. 
On the basis of present enrollment in 
affliated unions of roughly 25% of the 
work force, this would mean that organ- 
ized labor might have more than 22 mil- 
lion dues payers by 1975. This would 
be a potent, if not cohesive, force in any 
economy. It also brings into focus the 
necessity for management to do a bet- 
ter job of merchandising itself to this 
group, and to the public. 


The Bureau’s figures project other 
matters of interest to those who plan 
for the labor force. It looks for a con- 
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tinuation of the historic advance in the 
number of women in the labor market. 
In 1950, the proportion of women in 
the labor market was 28%, and it is 
estimated that by 1975 this will increase 
to 33%. In 1920, women represented 
only 21% of all workers. In 1950, there 
were some 17,924,000 women in the 
market and using the estimated figure 
for the labor force in 1975 this would 
increase to 29,359,000, or an actual in- 
crease of 64% over the 25-year period. 
Conversely, however, it is estimated that 
the male labor force will increase by 
only 27% during this period from 46,- 
538,000 in 1950 to 59,234,000 in 1975. 
Certain conclusions can be drawn from 
these estimates with reference to their 
implication on such matters as physical 
planning, need for careful examination 
of the retirement problem and executive 
and supervisory development. 


In recent years, more than ever be- 
fore, much discussion and emphasis have 
been placed on the maintenance of max- 
imum employment in this country. The 
above estimates bring the problem into 
sharp focus and are based on a careful 
study of employment trends and char- 
acteristics during the past several de- 
cades. Between 1950 and 1960, the an- 
nual increase would be limited to about 
800,000 or 1.2%. However, a recent in- 


crease in the birth rate would step this 
up to 1,200,000 or 1.5% during the suc- 
ceeding decade. The projected expan- 
sion in the labor force during this pe- 
riod reflects largely the growth in the 
population of working age, rather than 
changes in the rate of labor force parti- 
cipation. It is estimated that this rate 
will change very little from 57.0 in 1950 
to 58.4 in 1975. 

Early and prudent use of the above 
projections during the next 20 years 
could well prevent the “make-work” 
which we have seen during, or at least 
a part of, the past 20 years. * 
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MANAGEMENT RELATIONS 


FOREMAN UNIONS! HOW SOON? 


ANONYMOUS 


A bottom-up view of the basic top management-supervisor relationship. 


EDITOR’S NOTE: This paper is printed 
without the author’s name and refer- 
ences to his company have been deleted. 
The author is a graduate of a well known 
engineering college with an excellent 
record as both a student and an athlete. 
He has served as a Boy Scout Commis- 
sioner and has been active in P.T.A. 
affairs in his community. Having been 
with his present company for 15 years, 
he has served as a foreman for a con- 
siderable number of years. 


The company is widely recognized for 
its advanced management philosophy 
and practices, and this paper was dis- 
cussed by the author with his superiors. 
A senior executive from the company 


wrote ADVANCED MANAGEMENT 


as follows: 


“While we do not agree with all of Mr. 
conclusions we believe he 
is very sincere in his desire to improve 
management relations in this company and 
in others, and we believe his paper will 
stimulate thought and action that will 
result in improvement... . 
has been one of our more able supervisors 
for many years... .” 


Readers’ comments will be welcomed. 


AS A Blooming Mill Turn Foreman 

in a modern steel plant I like my 
work, and I honestly like my company. 
I own some of its stock, and at present 
I am saving for more. I am not oper- 
ating from a swivel chair, far from it. 
Every working day and all day long I 
am in close proximity to red hot steel, 
soaking pits and other components of 
a rolling mill; I wear a hard hat. I 
feel that my top management is sincere 
in trying to make my company a better 
place to work. 

I am writing this article with the hope 
that it will reach the management levels 
where it will do some good. It might be 
called The Trend Towards a Foreman’s 
Union. I who would reverse this trend 
am of the belief that it is not of the 
foreman’s choice. 
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What I have to say may not sound 
plausible to top management levels, but 
I assure you that my convictions result 
from the careful, sincere study of the 
first-line supervisor’s views and _atti- 
tudes towards his company. Every day 
we foremen are exposed to the com- 
pany’s views, policies, statements, di- 
rectives, etc. All are designed to make 
us better members of the management 
team. That these aims are well worth- 
while we readily acknowledge and ac- 
cept. That they are not accomplishing 
their purpose and are inadequate are 
the issues upon which I want to express 
my views. The entire subject resolves 
itself into the field of human relations, 
more pointedly, human emotions. 

Since the advent of the Taft Hartley 
Act in 1947 prohibiting the unioniza- 
tion of foremen, there has been little 
serious thought and effort given to help 
the foreman attain his legal status as a 
member of management. The president 
is committed to amend the present act, 
with a possibility that the restrictions 
on foremen’s unions may be removed. 
Some alert companies are becoming 
aware of what the future could bring. 
Other companies are complacent, giving 
lip service only to their unity-in-man- 
agement plans. Literally, the entire situ- 
ation can be compared to the farmer 
who sits on his front porch and serenely 
waits for the rain to save his crops. He 
feels secure in his knowledge that some- 
day it’s bound to rain. It may not be 
long now before the stock phrase of 
“too little and too late” will be appro- 
priate. The corollary to this trend to- 
wards foremen’s unions lies in the story 
of the independent or company unions 
of the early thirties. Some of these still 
exist. Most of them feil when the CIO 
took over the field. 


SOME EXAMPLES 


First, to better understand why fore- 
men may want to unionize, let us ana- 
lyze what brought about the tremendous 
erowth in unions as soon as the Wagner 


Act was passed in 1935. Then, as now, 
we all were members of a great team in 
a capitalistic free enterprise. All of our 
great industrial leaders reminded us of 
this, time and time again. We are told 
the same thing today. Then, as now, our 
“communications” were good (?) from 
the top down. Then, as now, from the 
bottom up they were very poor. The 
unions did nothing but circumvent this 
normal line of communications by com- 
municating directly from the rank and 
file to the top. This, in my mind, is the 
underlying reason for unions. This, I 
can assure you, is the situation as it ex- 
ists today regarding the first-line super- 
visors. Just as the unions gained recog- 
nition so will foremen; either by being 
accepted as truly functional members 
on the management team or by union- 
izing and becoming, in a sense, oppo- 
nents. 

That a foremen’s union will benefit 
us temporarily, at best, is fully ap- 
preciated by a great majority of the 
foremen. There is no doubt that union- 
ism will lead to problem upon problem. 
We are intelligent enough to see this 
right in our own employees’ union. We 
accept that a union can perpetuate it- 
self in power only by creating problems, 
continually and incessantly. However, 
the average front-line foreman, with his 
slim chance of promotion as he sees it, 
will readily accept unionism if he is 
convinced that it is his only recourse to 
gain recognition, his only chance to set- 
tle his problems, his frustrations, as he 
alone recognizes them, on his own think- 
ing level. Someone might question what 
I mean by “thinking level.” Here is an 
example, although somewhat extreme. 
Just the other day when a man asked his 
boy, who had been working in a steel 
mill during his school vacation, how 
he was getting along, the boy answered 
that last night he again helped his fore- 
man get some of his paperwork straight, 
and added: “Dad, do you know that he 
can’t divide! He is good on adding 
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but. . . .” One can readily see that any 
industrial relations program based on a 
calculus level will have a hard time 
penetrating this foreman’s grass-roots 
arithmetic level. Probably his biggest 
problem is of the nature, “Why is it 
that Bill Jones from such and such a 
department can park inside the plant 
and I can’t?” 

Here is another example. It concerns 
an elderly, esteemed foreman whose 
daily routine includes driving over to 
his department head’s office for a report- 
ing-to, and then checking with the assist- 
ant if and when the latter is around. 
Here is his story. He saw his department 
head on Monday morning and after they 
were through asked for the assistant. He 
was told that the assistant “isn’t in the 
office.” This was all right with him since 
it was nothing unusual. Tuesday morn- 
ing he received the same answer and he 
still thought nothing of it. Tuesday af- 
ternoon he casually mentioned to one 
of his crew that tomorrow morning he 
would see the assistant about the minor 
thing of the moment and was answered: 
“No, you won't! The company sent him 
away for a physical check-up this week.” 
Here are his words. “Why didn’t he 
tell me... ?” “Why did he make me 
look like a... ?” “I feel so ashamed 
to tell anyone about this.” 

Generally, we foremen do not ques- 
tion the sincerity and the wisdom of the 
companies. We grant that they benefit 
us greatly. We realize that as long as 
we work for a company we prosper in 
direct proportion to its prosperity. What 
is it then that causes us to question the 
things we get from the companies; even 
the free things such as dinners, picnics, 
insurance, etc.? Why is it that we are 
always looking for the hidden motive 
behind the generosity? Possibly this is 
the answer. As one man said, “When I 
was a boy and my father gave me candy 


. or took it away, I never asked why. Now 


I am old enough to want to know why.” 
Is this paternalism the real stumbling 
block? 

Another man said, “Years ago, the 
Old Man used to walk through the mill, 
ask you how you were doing and dis- 
cuss things. Nowadays, I sometimes 
don’t see my department head for a 
couple of weeks.” 

Another man said, “He (the big boss) 
gives you the impression that he needs 
just a little more room than you do. 
Don’t crowd me.” 

Yet another said, “When you go to 
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the Main Office nowadays you get the 
feeling that everyone is trying to im- 
press you as to how busy he is. You feel 
like backing out.” 

In spite of the fact that I speak from 
the foreman level, I can honestly say 
that this same feeling of frustration is 
prevalent at all levels. On the lower 
levels, | speak from a personal knowl- 
edge. Higher up, one can readily sense 
it. Probably a bit more of the “Hi Joe. 
Whaddaya know” atmosphere could do 
a lot in bringing together the different 
levels of management. How many men 
can proudly say they work with instead 
of for their superior? We played foot- 
ball for our school, but we played with 
our teammates. 

At many Foremen Training Confer- 
ences, top management talks about the 
importance of “Human Relations.” These 
discussions could be interpreted in many 
ways. Does it perhaps point out the 
foreman’s conviction that a real under- 
standing of the term “human relations” 
is lacking on the upper levels? “Don’t 
do as I do; do as I say.” 


FOREMEN CLUBS 


Many companies are trying to do 
something about the pro-union senti- 
ments of foremen. One of their methods 
is fostering management clubs along 
management training lines, with a gen- 
erous portion of social activities thrown 
in. Some clubs have deteriorated into 
purely social clubs while others are 
closely following suit. Why? Because 
the social activities are the only stimuli 
for the club members to get together. 
Because these management clubs are not 
solving the problems and frustrations of 
the majority of first-line foremen. It is 
again the failure of our “communica- 
tions” upward, or to put it more bluntly, 
the failure of the club leaders, of which 
I am one. There are two primary rea- 
sons for this apparent failure. Some 
clubs have men in office who do not fully 
understand the fundamental problems in- 
volved because of their locations in the 
management organization. They are too 
high up and have lost contact with the 
lower echelons. “Leadership finds its 
source in understanding.” The club lead- 
ers who are aware of the real problems 
can be divided into two groups. Some 
easily succumb to the prevalent hush- 
hush atmosphere. They, as opportunists, 
readily accept the company-financed fa- 
vors, such as convention trips, dinners, 
training sessions, with the commensu- 


rate prestige that goes with all this, and 
which they fear might be jeopardized 
by an outspoken and aggressive leader. 
ship. They studiously avoid stepping on 
upper managements’ toes. They know. 
ingly fail to accept the responsibilities 
of their leadership. 

The remaining few do not side-step 
their responsibilities. These men earn. 
estly try to promote unity-in-manage. 
ment by conscientiously bringing all is. 
sues to light. A few of these have had 
varying degrees of success. The major. 
ity have run into the brick wall of non. 
co-operation on the part of their co. 
leaders and upper management. They 
knowingly risk their chances of promo- 
tion, should they provoke their supe- 
riors, and in some cases a superior was 
provoked. 

We all accept that aggressiveness in 
our local clubs is preferable to ‘mili- 
tancy’ from “Pittsburgh.” We club lead- 
ers also know we will be immediately 
repudiated should a collective bargain- 
ing group become organized. What has 
happened to the Independent Union 
leaders since 1935? 

To illustrate the complacency that 
club leaders slip into, the following is 
a quotation from a correspondent who 
was a fellow student at a national unity- 
in-management seminar. This man had 
come up with the novel idea that upon 
returning to his plant he would contact 
all of his group who had previously at- 
tended these seminars and form a Semi- 
nar Committee to effectively promote 
the principles of unity-in-management 
throughout the membership. Here are 
his words less than one month later: 

“How successful the Seminar Committee 

will be is problematical. Our boys have 

cooled off so completely in the meantime 
that I rather wonder if it will be possible 

to rekindle very much interest. Yet, I 

believe that we must either get a group 

going or else stop attending seminars since 
they result so far in no tangible benefit 
to the membership as a whole.” 

What dampened the enthusiasm for 
unity-in-management principles which 
these men had so eagerly absorbed at 
the Seminars as soon as they returned to 
their own work environment? 


INFLUENCES ON THE FOREMAN 


If these precepts of unity-in-manage- 
ment are not penetrating to the bottom, 
just what does the first-line foreman 
have to influence him? First, he is in 
close, rugged contact with the employ- 
ees’ union, which he does not admire 
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but does respect for its power. He sees 
where militancy and not reason has won 
out. :ducation by association! 

On the other hand he is directly in- 
fluenced by his superiors. He knows the 
union contract is to guide his decisions. 
He tries to interpret it accurately and 
frequently does so. It is frustrating in 
the extreme to find that the right de- 
cision today is the wrong decision to- 
morrow. It is commonly accepted that 
there are three possible decisions: 
yours, your superior’s, and that of the 
industrial relations staff. It is a policy 
of expediency and not of principle, 
more commonly known as “bending 
over backwards.” While no one yet has 
suffered a broken back, there are nu- 
merous cases of a bad sag in morale 
and more important, self-respect. Some 
fcremen readily acknowledge that the 
best way to maintain any semblance of 
authority is to go just so far in maintain- 
ing discipline—never so far that it will 
reach the union grievance man or your 
superior. The odds are that you will be 
overruled. The rule to follow is “keep 
it out of the office.” Education by ex- 
ample! 

The third area of influence is through 
educational programs fostered by the 
company training departments: litera- 
ture, classes and meetings or gatherings. 
Education by theory! 

Which of these three areas of influ- 
ence will predominate if and when fore- 
men must make the decision whether or 
not they will join a collective bargain- 
ing union-power, expediency or prin- 
ciple? 


SOME STRAWS IN THE WIND 


I should point out that foremen are 
a part of management. The companies 
recognized a foreman’s being in the mid- 
dle status and took steps to counteract 
this frustration by writing into the union 
contract that the first step of a grievance 
procedure must be initiated at the first- 
line foreman level. But writing isn’t do- 
ing. In how many companies is this 
first grievance step circumvented by the 
grievance man going directly to the fore- 
man’s superiors? Of course, this can be 
done only with tacit approval by upper 
management. The foreman’s expression 
for this is “being out on a limb”—an 
expression yet to imply security. Why 
does the grievance man, by circumvent- 
ing the first-line foreman, ignore the in- 
structions written into his contract? Has 
he learned that when dealing with the 
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foreman he is dealing with someone 
who of necessity must “live” with his 
men and, therefore, must maintain prin- 
ciple? Principle and respect are insep- 
arable in the individual, and the first 
criterion of leadership is respect. 

An impartial opinion on this subject 
of foreman unionization was given last 
fall by a university instructor at a fore- 
man’s class on Human Relations In In- 
dustry. “Apparently the only real solu- 
tion to the foreman’s problems will 
come through unionization.” When 
pressed for an opinion as to how soon 
one might expect this event, said, “With- 
in a few years.” This observation was 
later presented at a national seminar on 
Unity-In-Management sponsored by a 
prominent foremen association. The 
seminar leaders were incredulous at 
first, but after this thesis aroused con- 
siderable discussion in the conference 
group, it was deemed possible but not 
probable. Yet today, a year later, this 
association is warning its company 
members to consider the possibility of 
a foremen’s union should a change in 
the Taft Hartley Act make it legal. 

Yet another straw in the wind may be 
seen by examining the membership roll 
of an average supervisor's club, a club 
not company dominated but subsidized 
to a limited extent, and whose major 
program is educational along manage- 
ment training lines. We would see that 
the new growth came from all levels of 
management, but most important, we 
would see that most of the members 
who dropped out were of the first-line 
bracket. Was it because they couldn’t 
afford their dues? Was it because of 
this summer’s country-shaking steel 
strike? Or was it because they felt the 
club was of no apparent use to them? 
They did try the club; maybe next time 
they'll be willing to try a foremen’s 
union. 

Perhaps top management is convinced 
that foremen will have no part of a 
union. Perhaps they think that a fore- 
man would not give up his prestige as 
an individual in order to bargain as a 
group. If management does believe these 
things, they are due for a rude awaken- 
ing if and when this house of cards 
falls. As a guest recently I attended a 
meeting of about 40 foremen, composed 
in large degree from the first-line status. 
At one point in the discussion—a rela- 
tively insignificant misunderstanding in 
one mill department —I overheard a 
foreman, sitting two seats away from 


me, say emphatically, “Another spot for 
a foreman’s union!” He meant it and he 
said it loud enough for all adjacent to 
hear. Would a man who felt a close af- 
finity to his supervisor or his company, 
make such a statement? I am in a posi- 
tion to know that this company is proud 
of its supervisors’ club. 

It is my opinion that, in general, our 
unity -in- management program is not 
unifying the upper and lower levels of 
management, a complacency exists in 
top management as it did in the early 
thirties, which resulted in our present 
“union” problems, and should nothing 
be done quickly on this score the only 
uncertainty that remains concerning 
foremen’s bargaining units is HOW 


SOON!!! 
SUMMARY 


I make no pretense that I have a solu- 
tion. Each situation requires its own. 
I want no part of a foreman union my- 
self nor do I know of any one foreman 
who honestly does. However, I do know 
many foremen who feel that as frustra- 
tion piles upon frustration without ade- 
quate recognition and outlets at their 
own somewhat remote level, unionism 
does sometimes appear to be the only 
alternative. 

Edward J. Hanley, President of Alle- 
gheny-Ludlum Steel Corporation, re- 
cently said, “Where management rela- 
tions are the closest, I think you find 
the best operated companies.” This man 
knows that close relationships between 
all ranks of management is good busi- 
ness; a good place to work for the men 
and a profitable investment for the stock- 
holders. 

For those of you who will say that I 
see only the trees and not the forest, 
may I quote from the recent book A 
CREED FOR FREE ENTERPRISE, by Clar- 
ence B. Randall, President of Inland 
Steel Company. Referring to people who 
may differ with him, he said, 


. . . . they themselves will give voice to 
their dissent, thus widening the area of 
discussion and stimulating once again the 
American habit of debate, from whence 
has come our wisdom in the past.” * 


MEETINGS OF SAM 
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SAM Publishes Glossary of Terms 


Research Committee reports issuance of 


GLOSSARY OF TERMS USED IN METH- 

ODS, TIME STUDY, AND WAGE INCEN- 
TIVES — product of four years of in- 
tensive research by The Society for 
Advancement of Management—has just 
been published. It may be ordered from 
the Society’s National Office, 411 Fifth 
Avenue, New York 16, N. Y. The price 
is one dollar. 

This scholarly production does not, 
of course, herald the ending of all lan- 
guage difficulties in modern business. On 
the other hand, there have been concrete 
evidences that the Glossary will cut 
deeply into the mountainous wastes of 
productive and salaried manhours that 
pile up annually over grievance wrang- 
ling, semantical hair-splitting, protract- 
ed contract negotiations and merry-go- 
round communications. Indeed, the 
Glossary unquestionably will prove to 
be a landmark contribution to business 
maturity here and abroad. It is an au- 
thoritative frame of reference for sim- 
plified, unequivocal communications in 
the foundational areas of modern busi- 


four-year nation-wide study. 


ness structure. It is oriented to keep 
those areas in phase with one another 
and to insure mutually purposeful ac- 
tivity and alertness throughout the busi- 
ness organization. 

The Glossary will be a very valuable 
instrument in the hands of all who deal 
in any way with production manage- 
ment, industrial relations, cost account- 
ing, training and sales engineering. It 
will be an asset to graduate and under- 
graduate students in these fields. 


NEED INDICATED 


The developmental character of our 
times indicates the need and utility of 
a glossary of this kind. New words, 
expanded meanings of old words, are 
symptoms and tools of our dynamic 
economy. They are normal appendages 
of creative thinking. Without them it 
would be difficult, if not impossible, to 
clothe insight with action. They help us 
to capture, nurture and utilize what the 
poet described as “thoughts that break 
through language, and escape.” 


at one dollar each. 


Please bill 


Make Checks Payable To: 


Fill out, clip and send coupon today. 
Please send 2.2.2.0... copy (copies) of 


A GLOSSARY OF TERMS USED IN METHODS, TIME STUDY, AND WAGE INCENTIVES 


C] Enclosed find my check in the amount of $....000..0..0000000.. 


SOCIETY FOR ADVANCEMENT OF MANAGEMENT 
411 Fifth Avenue, New York 16, N. Y. 
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Despite its advantages, changing ter. 
minology is not without problems for 
its users. Problems range from grasping 
the meaning of a newly-coined word, 
and remembering it, to fixing the pre. 
cisely intended shade of meaning for an 
old term set into a new background. 
The latter problem is the most frequent 
in present-day business vocabulary. 
New conditions, new interrelationships 
among old conditions, very often defy 
conventional descriptives, or at best put 
a strain to the dictionary fabric of lan- 
guage. Yet, language must stay apace 
with factual phenomena. It must mold 
itself to changing dynamisms if alert 
communications are to be kept alive. 
When new terms cannot be minted to 
fit new patterns, existing terms must be 
made to match. It is this admirable ver- 
satility of language, however, that all 
too frequently clouds and disrupts com- 
munications. Key words, key expressions 
denote different things for different peo- 
ple. Fissures develop in the common 
grounds of understanding. A gap 
stretches between the thing as done by 
everyone and the thing as interpreted 
by everyone. While these fissures re- 
main unclosed their effects on a business 
venture can be retarding, costly, even 
disastrous. 


THREE AREAS 


The present Glossary is offered as a 
contribution to functional unanimity 
with respect to the key terminology in 
three fundamental areas of modern busi- 
ness: Methods, Time Study and Wage 
Incentives, and the radial implications 
of each throughout the business organi- 
zation. The definitions are not proposed 
as final; indeed, finality is a somewhat 
tenuous concept in the swiftly moving 
economy of our day. However, accuracy 
and unanimity must be accepted as at- 
tainable realities within any framework 
of human striving, if multiple efforts 
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are to have significance and the strength 
of consolidation. The terms listed in this 
Glossary are defined on the basis of 
their interpretation by the greatest num- 
ber of experienced people using them 
professionally and successfully. This 
procedure was followed because it 
comes closest to satisfying the twin cri- 
teria of accuracy and unanimity, without 
implying dogmatism. Omitted from the 
Glossary are proprietary terms, such as 
Bedeaux Plan, Halsey Plan, etc., de- 
scriptions of which are available in 
standard references. Omitted also are 
terms with local flavor or restricted 
usage, and terms whose conventional 
definition has remained unchanged un- 
der the impact of business usage. The 
terms included are those which univer- 
sally are regarded as vital and sensitive 
in the areas to which they apply. Al- 
together, 332 words and expressions are 


defined. 
MANY CONTRIBUTORS 


Distilled in this manual are the gen- 
erous hours, painstaking research and 
scholarly, professional thinking of nu- 
merous SAM members in many geo- 
sraphic areas. Condensed also are the 
experiences and practices of many types 
of business and industry, as well as in- 
stitutions of higher learning. The Glos- 
sary is indeed a tribute to the unflagging 
effort and excellent teamwork of the 
more than 90 SAM members who fa- 
shioned it. In final word, too much can- 
not be said in commendation of The 
Glossary Research Committee, appoint- 
ed four years ago by Harold F. Smiddy, 
SAM Vice President, Management Re- 
search and Development, to explore, 
organize, direct, coordinate and com- 


‘plete the research that has culminated 


in A GLOSSARY OF TERMS USED IN METH- 
ODS, TIME STUDY, AND WAGE INCENTIVES. 
The following constituted the nucleus of 
this nationwide project: 


James H. Eppy, Chairman, 

New York Chapter. 
Carrot, Northern New Jersey Chapter. 
Mere D. Scumip, Chicago Chapter. 
Prescrave, Montreal Chapter. 
Etson P. Dotiiver, New Haven Chapter. 
Paut Gitt, Northern New Jersey Chapter. 
Freperick D. HELVERSEN, 
San Francisco Chapter. 


Donatp P. Sweetser, New York Chapter. 
K. O. Wittiam SAnpbBERG, 

Hudson Valley Chapter. 

Frank Feni~man, New York Chapter. 
Avex W. Rate, New York Chapter. 
Vincent A. Fiynn, Research Director, SAM 
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WILSON'S ‘51 SPEECHES SOUGHT FOR VIEWS 


EDITOR’S NOTE: The following article 
appeared in several newspapers recently 
under the by-line of Peter Edson, NEA 
Washington Correspondent. It is being 
reprinted, in part, due to its especial in- 
terest to SAM members. 


New Defense Secretary Charles E. 
Wilson says three speeches that he made 
in the fall of 1951 probably led to his 
appointment to a cabinet job. 

After he had made the first speech, 
but before delivery of the other two, the 
General Motors president sent copies of 
all three speeches to General Eisen- 
hower. Within two weeks the general 
wrote back to Mr. Wilson, commending 
him for demonstrating that we can and 
must produce national security without 
falling into national bankruptcy. That 
was the beginning of the contact that 
led to the President’s appointment of 
Mr. Wilson to the top defense post. 

Washington today is studying these 
three speeches to get a better grasp of 
the ideas which the new Secretary of 
Defense may be putting forward as his 
policy. 

Highlights of the three speeches in- 
clude: 


1. A plan for “dual purpose” manu- 
facturing plants, capable of being shift- 
ed rapidly from civilian to defense pro- 
duction or used simultaneously for both. 


2. An end of direct government con- 
trols over prices and wages and the sub- 
stitution of indirect controls over money 
and credit supply to end inflation. 


3. A justification of the General 
Motors-United Auto Workers wage for- 
mula which includes periodic cost-of- 
living adjustments and an annual im- 
provement increase of 214% a year. 


Mr. Wilson’s first point was covered 
in a “Preparedness Policy” speech be- 
fore the American Ordnance Association 
in Cincinnati. Its main argument can be 
summarized in oversimplified form like 
this: 


Americans want peace with a stable 
economy and an ever-improving stand- 
ard of living. In solving this problem 
we must preserve American free com- 
petitive society. Maximum flexibility 
must be retained to convert rapidly 
from pease to war... . 

Mr. Wilson therefore proposes that 
defense plants be designed for dual, 


peace-or-war production on at least 10- 
year contracts, made renewable for sev- 
eral generations if necessary. .. . 


SAW ECONOMY IMPERILED 


Mr. Wilson’s economic views were 
outlined in his second speech before the- 
Dallas, Tex. Chapter of the Society for 
the Advancement of Management, on 
October 10, 1951*. The U.S. faces two 
major problems today, he said. The first 
is possibility of a third world war. The 
second is the danger of losing out free 
society in the process of preparing for 
WHS 


“The military program must not be 
expanded beyond the minimum needed 
to defend the country,” he summed up. 
“We must adopt indirect controls that 
will avoid inflating the money supply. 
We must act as quickly as possible to 
get rid of direct controls which inter- 
fere with individual initiative and per- 
sonal rights.” 


In justification of the GM-UAW five- 
year labor contract plan, frequently cri- 
ticized by other big manufacturers, Mr. 
Wilson delivered his third address on 
“Wages and Economic Stability” at 
Michigan State College. ... 


*Text of this talk appeared in the December, 
1951 issue of ADVANCED MANAGEMENT. 


REPRINTS 


of the most talked about 
past and current articles 
from 


ADVANCED 
MANAGEMENT 
Magazine 
are on sale at the 
National Office 
of the 


Society for the 
Advancement of Management 
411 Fifth Ave., New York City 


25 cents each—5 for $1.00 
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TIME STUDY 


Time Study Rating As Measurement 


By E. S. BUFFA 


Application of principles of measurement 


enins rating in time study is 
‘well recognized as being a major 
source of difficulty in establishing pro- 
duction standards in industry. The dif- 
ficulties are exemplified in the extreme 
when we find that two time study prac- 
titioners from slightly different indus- 
trial environments will often rate the 
same performance with a deviation of as 
much as 25-40%. The usual industrial 
engineering conference yields similiarly 
discouraging results. A budding young 
industrial engineer comes to the con- 
ference to learn the latest in the field. 
During the conference he may attend a 
session showing rating films. When he 
compares notes with the person beside 
him and the group as-a whole, he finds 
tremendous variations which may cause 
him to lose confidence in the basis 
for performance rating. What are the 
sources of variation in such a situation? 
What basis does performance rating 
have as a system of measurement? 


FUNDAMENTALS 


Stated simply the fundamentals that 
must be observed in establishing any 
system of measurement are: 


l. establish a standard of measure. 


2. develop a scale or a unit of meas- 
ure so that measurements can be made, 
compared and used in calculations. 


The basis for time study rating is the 
same as for other systems of measure- 
ment. First, it should be recognized that 
all measurement, regardless of its nature, 
is arbitrary, and that it is entirely pos- 
sible that several systems of measure- 
ment of the same variable can coexist 
(although it may not be desirable) and 
all may conform to the simple funda- 
mentals of measurement. For example, 
today we recognize and work with two 
systems of linear measurement, the Eng- 
lish system and the metric system. 


Linear measurement is an excellent 


applied to performance rating. 


case in point, since it is widely known 
and understood, and since its historical 
development parallels performance rat- 
ing measurements. It is reported that 
the origin of the inch was the width of 
King Charles I thumb. Here we see the 
first fundamental of measurement, the 
establishment of a standard. We can 
agree that the original standard of the 
width of a man’s thumb was not a par- 
ticularly good one, since the standard 
itself was not fixed, but it was a starting 
point from which a highly effective sys- 
tem of linear measurement has been 
built. Today we know that the basic 
standard for linear measurement is a 
platinum-iridium bar at the Internation- 
al Bureau of Standards at Sevres. 


In a given industrial plant, we may 
have linear measurement standards such 
as gage blocks, but the gage blocks 
themselves are derived from the basic 
standard. Today each plant has meas- 
urement instruments that are derived 
from the basic standard of linear meas- 
ure. This was not always true, conse- 
quently there was a time when the lack 
of uniform standards led to the same 
kind of confusion that exists in the field 
of performance measurements today. 


The second simple fundamental of 
measurement calls for the selection of 
a unit of measure or a scale. Theoreti- 
cally, this could be done in an infinite 
number of ways. Fortunately, in linear 
measurement there are only two which 
are common today, the inch scale and 
the centimeter scale. It is important to 
recognize that this step is separate and 
distinct from the selection of a basic 
standard, for we could divide up a basic 
standard of length in any number of 
ways and get as many different scales. 

The present structure of the system 
of linear measurement is set up in such a 
way as to resolve any dispute over meas- 
urements quite easily. If two instruments 
yield conflicting results, it is easy to 


HIGHLIGHTS ON THE AUTHOR 
Elwood S. Buffa received a B.S. de. 


gree in Mechanical Engineering in 
1946 and later his M.B.A. degree, 
both from the University of Wis. 
consin. He was employed at the 
Eastman Kodak Company as an 
Industrial Engineer until 1950, 
when he was appointed Assistant 
Professor of |ndustrial Engineering, 
University of Illinois. In February, 
1952, he accepted a Lectureship 
in Production Management, Uni- 
versity of California, Los Angeles. 
He is a consultant on matters re- 
lating to wage incentives. 


go to the accepted standard to check the 
calibration of the instruments. Rarely 
would it be necessary to carry such a 
dispute to the court of last resort, the 
platinum-iridium bar. Usually it can be 
resolved at the factory level using the 
gage blocks as the standard. This is true 
because of the very wide acceptance that 
our linear standards have achieved. 


APPLICATION TO RATING 


Performance rating conforms to the 
principles of measurement, although in 
point of time the development of per- 
formance rating measurements is many 
years behind the field of linear meas- 
urement. 


The basic standard in performance 
rating is a given pace of work or speed 
of work. In most plants this standard 
has not even been fixed and recorded, 
but is carried in the memory of the 
time study staff of the plant. Unfortu- 
nately, the basic standard (normal per- 
formance) is not necessarily the same 
in all plants. Indeed in larger plants 
the basic standard may vary between de- 
partments of the plant. In some in 
stances the basic standard has been re- 
corded as the time required to perform 
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a given operation under specified con- 
ditions of method, materials, work, con- 
ditions. etc., the resulting speed of work 
or performance being the standard. In 
other instances the basic performance 
standard has been recorded on motion 
picture film, using constant speed cam- 
eras. 


ATTEMPTS MADE 


Even if the basic standard is recorded 
for each plant, that does not help the 
confusion that results when people from 
different plants get together. Recent at- 
tempts have been made to establish a 
uniform basic standard, notably the pi- 
oneer Work Measurement Project and 
films of Dr. Ralph M. Barnes and the 
recent rating films of the Society for 


the Advancement of Management. These 
attempts parallel the establishment of 
a common standard of linear measure. 

The performance rating scale is, of 
course, parallel to the inch scale or cen- 
timeter scale in linear measure. The rat- 
ing scale itself allows us to record and 
compare performances. 

Different rating scales merely desig- 
nate the basic performance level with a 
different number or index and divide up 
the space between zero performance 
and standard in a different way. (See 
Figure 1). For example if we assume a 
basic standard of the so-called “mini- 
mum acceptable” pace, or walking at 
three miles per hour, the 100% scale 
(shown as Column A in Figure 1) des- 
ignates this point as 100% and the Be- 
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daux scale (shown as Column B in Fig- 
ure 1) designates it as 60 points. The 
space between the basic standard and 
zero performance is then divided quite 
differently for the two scales. 


The 100% scale is also applied to 
other basic standards, Perhaps the most 
common would be where the basic stand- 
ard is at the “average incentive” pacé 
(shown as Column C in Figure 1). This 
point is designated as 100% and is usu- 
ally supposed to be about 25-30% above 
the “minimum acceptable,” or three 
mile per hour pace. It is easy to see of 
course that a given index on one 100% 
scale is not equivalent to the same index 
on the second 100% scale, but much 
confusion has resulted from this point 
when the difference in the basic stand- 
ard has not been clarified. 


GREAT VARIATION 


It should be apparent then that per- | 
formance rating is not in violation of 
the fundamentals of measurement. The 
confusion which surrounds performance 
rating results from the fact that basic 
standards are not uniform between dif- 
ferent plants, the basic standard usually 
is not recorded and rating scales are 
used which are different but appear to 
be the same (the 100% scales). Imagine 
the difficulty of getting several hundred 
inspectors together to determine the ac- 
curacy of linear measurement and hav- 
ing them measure the same parts, when 
several different basic standards were 
being used in combination with different 
scales. Quite obviously the results would 
be meaningless. 

In rating conferences where men of 
different industrial environments are 
asked to rate the same performance, we 
should expect the same meaningless re- 
sult. There is great variation in the basic 
standard and in the scale normally used 
by the participants. Variations of 50% 
could be found in the different basic 
standards and scales to which must be 
added the error of rating itself. It is ob- 
vious that no confidence can be placed 
in the result as an appraisal of per- 
formance rating. At a recent conference 
which the author attended in which rat- 
ing films were shown, one participant 
recognized at least part of the above 
difficulties. He asked the conference 
leader before the film showing was to 
start, “What shall we call normal?” The 
answer was, “Let’s call 100% our nor- 
mal.” 
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CONCLUSIONS 


The field of linear measurement was 
once in a state of confusion, being 
plagued by many different standards 
and scales. The problem was finally 
solved by developing a uniform linear 
standard and by reducing the number of 
scales in prominent use to two. 

It seems evident that much could be 
gained in the field of performance rat- 
ing by following the same course. What 
is needed is a national performance 
standard. Such a standard would do for 
performance rating exactly what the 
platinum-iridium bar has done for line- 
ar measurement. It would serve as the 
model for training and retraining per- 
sonnel (comparable to instrument cali- 
bration). If such a standard could gain 
wide enough recognition, it could serve 
as a basis for resolving disputes that 
have their roots in performance meas- 


ures. Performance data from different 
organizations would take on new mean- 
ing. 

It seems that the best means available 
today of recording and fixing basic 
standards of performance is the motion 
picture film. It is not our present ob- 
jective to discuss whether many differ- 
ent films representing standard perform- 
ance in different types of work or 
whether one standard would be suffi- 
cient. If such films were available at 
the plant level they would serve to train 
and retrain personnel. In the event of 
disagreement they would serve as a basis 
for resolving the dispute. If agreement 
could not be reached at the plant level, 
performance standards should be avail- 
able on a national level, in the hands of 
a recognized group. The National Bu- 
reau of Standards has served this pur- 
pose in other fields of measurement, 
why not in performance ratings? * 


Do You Know? 


What it takes to be a Good 
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BROAD RANGE FOUND 
IN FOREMEN'S PAY 
AND DUTIES 


N EW LIGHT is cast on responsibilities 

and earnings of foremen in both 
manufacturing and non-manufacturing 
industries by a pilot study made at 
National Foreman’s Institute. New 
Haven, Conn. Based on returns from 
10,000 questionnaires, the study demon. 
strates the differences in rank and pay 
that go with the title—indicating ap 
urgent need for better job evaluation in 
the middle management area. 


SALARY RANGE 


Salary data reveals a range from less 
than $300 a month to over $700 for 
foremen in the manufacturing field. In 
the non-manufacturing field, paychecks 
were lower, ranging from $300 to $475 
monthly. 

The job descriptions received indi- 
cated that the title “foreman” means all 
things to all people. In one company, 
the foreman may be a veritable “small 
businessman” running his department 
on his own. At the other extreme, a 
foreman may be little more than a 
monitor with authority so watered down 
as to make his managerial status an 
empty title. 

The number of employees supervised 
by foremen varies with the size of plant, 
the survey showed. In plants of over 
1,000 workers, the average foreman di- 
rects 48 workers. In smaller plants of 
less than 100 workers, the foreman has 
charge of an average of 20 workers. 
The national average of workers super 
vised for all industries is 37 subordi- 
nates, ranging from 44 in the northeast 
t 25 in the south. 


CONCLUSIONS 


Survey results prove that foremen 
are obtaining a substantial differential 
over and above the take-home pay of 
hourly workers. In most cases, the fore: 
man earns from 10 to 25 per cent more 
than do the best paid workers super 
vised. 

In summary, the report finds there is 
still much to be done in defining and 
standardizing the foreman’s job. * 
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INTERNATIONAL 


EDITOR’S NOTE: NMC International 
News, written by the staff of the Na- 
tional Management Council, is a regular 
feature of ADVANCED MANAGE. 
MENT. 


The Society for the Advancement of 
Management is a charter member of 
NMC, a non-profit non-political organ- 
ization, founded in 1933 by the leading 
societies and associations interested in 
the promotion of the science and art of 
management. NMC represents the United 
States in the International Committee 
for Scientific Management (CIOS), a 
coordinating, cooperative society, com- 
posed of like associations in 20 other 
countries. 


TRIENNIAL CONGRESS 


ne THREE years the International 

Committee for Scientific Manage- 
ment (CIOS) holds a Congress. These 
triennial management conferences are 
participated in by the 20 national com- 
mittees which form CIOS and are held 
for the purpose of free exchange of the 
latest developments in management 
methods and techniques. Through these 
exchanges management strengthens the 
free enterprise system by bringing 
about a greater utilization of natural 
and human resources, thereby creating a 
better standard of living. 

Sao Paulo, Brazil, will be the site of 
of the Xth International Management 
Congress, beginning February 19th and 
extending through February 25th, 1954. 
Sao Paulo, the fastest growing metropo- 
lis in the fourth largest country in the 


world, where problems of management 


are vital and the study of the Congress 
reports will be of a great deal of inter- 
est, is a fitting place for this coming 
Congress. 


United States management will have 
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NEWS 


the opportunity to meet and discuss with 
Brazilian management the problems that 
are common to both. By this exchange 
a better understanding will be created 
between these two friendly republics. 
The success of management in over- 
coming the problems inherent to the de- 
velopment of vast new resources that 
are to be found in Brazil is of para- 
mount interest to management in the 
United States. In this development will 
be found new markets in depth for 
products from our factories, and sources 
of raw materials for our industrial sta- 
bility. Attendance by United States 
management to this Congress will give 
such persons an opportunity to study at 
first hand the needs for methods and 
techniques for the development of Bra- 
zil, and also the desirability of expand- 
ing their own company facilities to that 
area. 


MERITS ATTENDANCE 


The Xth International Management 
Congress will merit the attendance of 
every top executive of this country. The 
junior executive, the administrator of 
tomorrow, will find his attendance of 
great benefit. As the formulator of the 
policies of the future, it will give him 
an opportunity to establish contacts 
throughout the free world. Through 
these contacts he will become aware of 
management’s world responsibilities un- 
der free enterprise. Not only can he take 
part in the Congress itself, but there will 
be many opportunities for him to meet 
with smaller discussion groups on spe- 
cific problems. Attendance at the Con- 
gress enhances the value of any young 
executive to his company in the future. 

Present indications are that 700 to 
1,000 delegates from the United States 
will attend this Sao Paulo Congress in 
1954. State and sectional delegations are 
in the process of being formed. Extreme 


interest is being shown by management 
leaders throughout the world. To those 
American companies with South Amer- 
ican branches or affiliates, the Council 
will welcome these management people 
to the United States’ delegation. 

You may depart for Sao Paulo by 
air from the West Coast, central United 
States or from the East Coast. On the 
trip down, the delegates will converge 
on San Juan, Puerto Rico, for a two-day 
pre-Congress meeting at the Caribe Hil- 
ton Hotel to discuss the United States’ 
delegation’s participation in the Con- 
gress. 

IDORT, the host organization for the 
Congress, has made extensive plans for 
your visit to Sao Paulo. Included are 
visits to the industrial plants of the 
area, coffee plantations, entertainment 
at tennis and swimming clubs, the races 
and other activities. You will enjoy the 
warm hospitality of this modern met- 
ropolis which is often referred to as the 
Chicago of South America. 


TOURS AVAILABLE 


For those who would like to tour 
South America after the Congress and 
before returning home, escorted tours 
will be available. Perhaps you would 
like to join in the fun of “Carnival” 
time in Rio de Janeiro which takes place 
the following week, or tour the lake re- 
gion in the Andes of Chile, or see the 
capital cities of Buenos Aires, Santiago 
or Lima. The official travel agents in 
the United States for the Congress are 
the American Express Company and 
Thos. Cook & Son. 

It is not too early to make plans for 
your participation in the Xth Interna- 
tional Management Congress to be held 
in Sao Paulo, Brazil, February 19-25, 
1954. Contact the National Management 
Council, 501 Fifth Avenue, New York 
17, N. Y., for additional information. * 
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Management Policy 


By JOHN G. GLOVER 


A thought provoking analysis of the characteristics of business 
policy and a pattern for policy development. 


is a term whose meaning 

and scope have varied very consider- 
ably according to the use of different 
authors and different ages; and it would 
hardly be possible, even having regard to 
the present time alone, to define and 
divide the subject in such a way as to 
command the adhesion of all the philo- 
sophic schools.” 


This above statement of the term 
philosophy, taken from the Encycto- 
PEDIA BRITANNICA, ninth edition, 1894, 
could be used today, without a single 
change in wording, to express the term 
policy. 

There is a philosophy of business and 
there are business policies, but they 
have been used and abused without too 
much consideration being given to the 
true meaning of either word. 

The modern dictionaries say “phil- 
osophy is the love of wisdom or know]- 
edge, especially that which deals with 
ultimate reality.” One of Mark Bald- 
win’s concepts of philosophy is: 

“A theory of truth, reality, or experience, 

taken as an organized whole, and so giving 

rise to general principles which unite the 
various branches or parts of experience 
into a coherent unity.” 
According to the EncycLopep1A Britan- 
NICA: 
“The aim of philosophy (whether attain- 
able or not) is to exhibit the universe as 
a rational system in the harmony of all 
its parts. 

In an economy of free enterprise, 
where intelligent competition is a dom- 
inant factor, it is essential for each 
member company to have and abide by 
a wise philosophy of enterprise recog- 
nizing its responsibilities and obliga- 
tions to its owners, the public and to its 
employees. The accepted motives of 
business enterprise are to supply serv- 
ices or commodities to satisfy human 
wants and needs at a profit to the en- 
terpriser. A philosophy of doing busi- 
ness includes the recognition of human 
beings as individuals and each employee 
as an important member of a team 
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working to create the services or com- 
modities required to satisfy human 
wants. Such a philosophy also includes 
the concept of their belonging to an 
organization which is proud of its per- 
sonnel. 

In a free economy, idealistic concepts 
of business objectives require an enter- 
prise philosophy commensurate with 
current thinking of progressive business 
leaders. 

Unfortunately the term policy is mis- 
used and abused horribly, being con- 
fused with the terms, objective, plan, 
rule, law and creed. An objective is 
purpose, aim or destination; a plan is 
a specification of performance mentally 
elaborated in advance of action; a rule 
is a prescribed guide for conduct; a 
law is a statement of an order or rela- 
tion of phenomena invariable under the 
given conditions; and a creed, a formula 
of faith or opinions. 

By definition a business policy is “an 
established guiding canon’ governing 
the activities of business enterprise and 
from which the basic precepts? of con- 
duct* are derived.” 

The philosophy of an enterprise is 
communicated through its policies. 
Sound business policies provide a firm 
foundation to guide an enterprise and 
to aid management in keeping it on the 
planned course toward its ultimate ob- 
jective. Policies create the means for 
unification and coordination of business 
activities, tend to reduce the depend- 
ence of an organization on any indi- 
vidual, and are essential to operational 
planning, managerial control and effi- 
cient results at minimum costs. 

Business policies, then, are intrinsic 
control instrumentalities of manage- 
ment, providing criteria for uniformity 
and continuity of business operations. 
They are the coordinating media of 
managerial control but their applica- 
tion becomes impossible, until they are 
thoroughly understood. 


The articles of incorporation express 
broadly a company’s basic policies, ice, 
the Revolg Pharmaceutical Company’s 
charter prescribes that high grade phar. 
maceuticals will be supplied to whole. 
sale druggists. 


CHARACTERISTICS 

A canon, to be a true business policy, 
must possess the following characteris. 
tics common to all business policies: 


(1) It must delineate clearly the ob- 
jective from which it is derived. 

(2) It must be in understandable 
writing. 

(3) It must prescribe criteria for 
current and future action. 

(4) It must be stable but amenable 
to change, consistent with economic con- 
ditions and business requirements. 

(5) It must be a canon from which 
precepts of conduct can be derived. 

(6) Its edict must be capable of be- 
ing accomplished. 

(7) It should prescribe method of 
accomplishment in broad terms, but al- 
low for the discretion of those responsi- 
ble for preparing the precepts of con- 
duct. 

(8) Its derivative rules of conduct 
must not be subject to the discretion of 
those who are governed by them. 


The first characteristic of a business 
policy, then, is an expression of ob- 
jective. To sell only a high grade of 
pharmaceuticals. It is a fair assumption 
that if the company keeps on selling 
a high grade of pharmaceuticals at a 
reasonable price and making a con- 
sistent profit, the long-term objective of 
stability and perpetuity will be accom- 
plished. A policy must be interpreted 
in terms of precepts, and a policy ob- 
jective must be expressed in terms of 
work. 

The second characteristic of a busi- 
ness policy necessitates a precisely writ- 
ten statement so that there can be no 
misunderstanding of the concomitant 
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precepts, and so that all persons con- 
cerned may be thoroughly familiar with 
its true interpretation in common mean- 
ingful terms. Usually it can be said 
that company policies are contained in 
the policy manual for use by executives. 
Each executive responsible for inter- 
preting policies in terms of workable 
rules and preparing these precepts of 
conduct for guidance of operations 
should have a copy of the policy manu- 
al or at least that part of the manual 
which governs the conduct of his par- 
ticular divisional activity. 

The third characteristic of policy is 
futurity—a corporation by definition is 
created to perpetuate itself—immortal- 
ity being one of its characteristics. Thus 
the general canons or policies must be 
formulated on the basis of corporation 
perpetuity, and the inference of per- 
petuity is profitable operations—the 
ultimate objective. It will be recalled 
that sound business policies provide a 
firm foundation to guide an enterprise 
and to aid management in keeping it on 
the planned course towards its ultimate 
objective. Thus, a business canon or 
policy prescribes future guidance of 
enterprise, and demands the delegation 
of proper authority to those who de- 
velop the precepts of conduct of cur- 
rent and future operations under recur- 
tring circumstances. A policy, through 
this fundamenta! of futurity alleviates 
management from the responsibility of 
requiring specific authority to perform 
a duty or to take action under known 
circumstances each time they reoccur, 
thus, relieving management of the ob- 
ligation to reach routine decisions. The 
policy to sell the best grade of drugs 
only is the authority by which the gen- 
eral manager of the pharmaceutical 
plant issues the order to his purchasing 
agent to buy the best grade of raw 
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materials and to his plant laboratories, 
to examine the raw drugs upon arrival 
at the receiving division. Plant inspect- 
ing laboratories are responsible for 
examination of products during proc- 
essing. 

A policy is management’s authority 
to take the appropriate action. 

The fourth characteristic of business 
policy is stability but so flexible that it 
can be changed to suit the circumstances 
without disrupting the company’s op- 
eration to any great extent. A stable 
policy creates confidence but a vacillat- 
ing policy courts disaster. 

It is seldom possible to forecast 
changes with accuracy in economic and 
social conditions, but when these cy- 
clical changes occur they may or may 
not warrant a change in policy. By the 
same law of human nature it is difficult, 
if impossible, to formulate a policy rep- 
resenting the secular trend of an enter- 
prise with such foresight as is necessary 
to make the policy applicable over a 
long period of time without variation. 
If a policy change is necessary, it 
should be accomplished as soon as pos- 
sible and in such a manner so as to pre- 
vent shock and permit desirable oper- 
ating adjustments without decreasing 
the efficiency and effectiveness of labor 
relations, productivity and customer re- 
lations. Flexibility, then, warrants justi- 
fiable exceptions to cope with legitimate 
economic change. 

Because policy formulation is a con- 
tinuous dynamic process governing col- 
lective activity and group operation, 
there must be awareness of change and 
appropriate action taken or the process 
becomes static, and the policy will fail 
to fulfill its purpose. To be continuous, 
the process must provide for flexibility 
of policy consistent with economic cir- 
cumstance, change in nature of business 
and change of business objective. 

With accomplishment of objective as 
the premise for policy formulation, a 
policy must be stable in relationship to 
growth and continuity of the enterprise; 
but susceptibility of policy to change 
is not a preventive of policy stabiliza- 
tion. Needless to state, that policy sta- 
bilization is an essential contributing 
factor to effective futurity planning and 
by reason of policy being a canon of 
invariable progressive but never final 
guidance; a policy must be subject to 
modification, alteration and melioration 
when and if better methods, procedures 
and practices have been developed. 


Policies must be put to the test of 
day-to-day operations, and their sound- 
ness must be established before they are 
finally adopted. Once accepted their 
precepts must be enforced until cyclical 
business movements or variations with- 
in the enterprise call for change-making 
adjustment of policies imperative. Con- 
stant and consistent review and analysis - 
of all policies are required to insure 
their current effectiveness and to be as- 
sured that all persons within the com- 
pany abide by the preceptive tenets and 
understand the rules of conduct. 


If policies are to serve their desig- 
nated purpose, they must be maintained 
as living and vital canons of managerial 
guidance, coordination and control. A 
policy must not be allowed to fade into 
obscurity through neglect or lack of 
understanding of its concepts. If a poli- 
cy has outlived its usefulness it should 
be abolished and replaced by one which 
will be fruitful. 


The fifth characteristic of a policy 
is that it must be a canon from which 
precepts of conduct can be derived. A 
policy must be a principle or founda- 
tion upon which to build the edifice of 
objective accomplishment. L. H. Kurtz 
of General Motors Corporation ably de- 
fines policy as the “conscience” of busi- 
ness enterprise. 


The sixth characteristic of policy is 
that the prescription of the policy must 
be capable of being achieved, accom- 
plished or completed. A policy being 
a canon and a guiding instrument 
must be prepared or developed proper- 
ly and put into practice with care and 
understanding. Because the charter ob- 
jective must clearly delineate the pur- 
pose for which an enterprise is estab- 
lished, it is the specific duty of the 
owners or administrative management 
to create and develop an effective phil- 
osophy for policy construction which 
is capable of being recorded in the 
policy manual and becomes a guide to 
those executives for whom it is in- 
tended. 


The seventh characteristic of a policy 
is its prescription of methodology of 
accomplishment expressed in broad in- 
dicative terms—to manufacture high 
grade pharmaceuticals. The broad term 
“to manufacture” clearly indicates re- 
search, equipment, plant and personnel. 
One realizes that policies at this point 
must yield to the development of con- 
cepts, plans and precepts of conduct and 
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CHECK LIST of recent 


| McGraw-Hill Books 


1.HOW TO CONTROL 
PRODUCTION COSTS 


Keep costs down and product quality up with 
this practical, understandable guide to more 
accurate product costs and how to control 
them. By Phil Carroll. 272 pp., 76 illus., $5.00. 


2. TIMESTUDY FUNDAMENTALS 
FOR FOREMEN 


Gives you a basic understanding of principles 
of timestudy—how timestudy helps gain great- 
er output and improved working methods. 
Stresses practical problems. By Phil Carroll. 
2nd edit., 290 pp., 84 illus., $3.00. 


3. HOW TO CHART 
TIMESTUDY DATA 


A time-saving aid for accountants, engineers, 
and timestudy men, showing how to set up 
data in efficient chart form. Describes 6 dif- 
ferent ways of presenting information. By 
Phil Carroll. 305 pp., 96 illus., $5.00. 


4. SAMPLING INSPECTION 
BY VARIABLES 


Shows how to select, install, and operate 
efficient variables sampling plans for the in- 
spection of raw materials, semi-finished and 
completed products, ete. Covers systems ard 
methods. By Albert H. Bowker and Henry 
P. Goode. 216 pp., 48 illus., $5.00. 


5. THE EMPLOYMENT 
INTERVIEW IN INDUSTRY 


Latest procedures in interviewing personnel, 
stressing the interview .as an integral part of 
overall selection process. Takes up testing, 
personnel data, and physical data. By Newell 
C. Kephart. 277 pp., 16 illus., $4.50. 


[] 6. DESIGN AND CONTROL 
OF BUSINESS FORMS 


Get more good from your business forms with 
these methods of control and full details of 
designing good forms and purchasing them 
economically. By Frank M. Knox. 229 pp., 
144 illus., $6.50. 


CL] 7. QUALITY-CONTROL 
HANDBOOK 


A reference of industrial know-how on the 
fundamentals and means of achieving better 
product quality at lower cost. Every section 
is the work of a specialist. Edited by J. M. 
Juran. 768 pp., 176 illus., $10.00. 
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that wise discretion must be part of 
executive judgment in preparing op- 
erational plans and prescribing rules of 
conduct. Thus, policies reach to the 
executive or departmental level in the 
form of internal operational policies 
governing the activities of the depart- 
ment as a whole. The implementary 
mechanics of policy are usually recog- 
nizable at the departmental level in the 
form of precepts of conduct. It is here, 
where the head of a departmental unit 
aided by staff management and the 
executive members of his organization, 
converts the internal operational poli- 
cies into precepts of conduct for his 
supervisory and working force. Broad 
plans for action originate at the ad- 
ministrative level but find refinement 
at the executive level aided by staff 
management. 


The eighth characteristic of a policy is 
that its precepts of conduct are absolute 
and not amenable to discretion. The 
executive, the supervisor and the worker 
must abide by and carry out the rules 
of conduct. “There shall be no smoking 
in this paint mixing department.” Thus, 
no person, regardless of whom he may 
be, is permitted to smoke in the paint 
shop area. 


CREATIVE DEVELOPMENT 


With the hypothesis that the doctrine 
of policy must be capable of being 
accomplished, it is essential that a 
policy be developed with this para- 
mount concept clearly in mind. Such 
a policy instills confidence and _pro- 
vides a fundamental for voluntary co- 
operation, consistent performance and 
the intellectual use of rational initia- 
tive. With an open mind and the intelli- 
gent exercise of rational initiative, the 
members of a committee or person re- 
sponsible for policy development can 
discover the dominant controlling ele- 
ments of enterprise, which are the bases 
for policy determination. With research 
conducted on these elements, leavened 
with experiental knowledge of human 
behavior, one can create workable poli- 
cies. 

Those assigned the task of creating 
and writing policies would do well to 
ponder over the “Kipling” pearl of 
procedure: 


“I keep six honest serving men 
They taught me all I know. 
Their names are Why, and What, and 


en, 
and Where, and Who and How.” 


POLICY DEVELOPMENT CYCLE 


1. Policy research: 


Analysis of objectives to discove 
nature, characteristics and aims of th 
enterprise, so as to develop wise busi. 
ness policies. 


2. Policy creation: 


Synthesis of results of research ty 
create, develop and establish wise busi. 
ness policies with applicable derivative 
precepts of conduct. 


3. Policy pilot study: 

Exploratory dispersion of policy pur. 
pose or intent to discover attitudes and 
feelings of those who are required to 
abide by its rules of conduct, thus the 
policy is made a reality. 


4. Policy comprehension: 

Proper initiation of executives, su. 
pervisors and personnel in the doctrine 
of the policy and proper interpretation, 
so that persons within the province of 
its canons can be adequately trained in 
the precepts of conduct. 


5. Policy conversion to use: 


Conversion of policy to a useful in. 
strumentality of management guidance 
and control requires definite supervi- 
sion and two-way communications to as- 
sure its effective application. 


6. Policy control: 


Constant examination and evaluation 
of results of policy operation make the 
best criteria for evaluating policy ef: 
fectiveness. 


7. Policy preservation: 


Current and active policies must be 
recorded and preserved in a_ policy 
manual. 


CRITERIA FOR POLICIES 


Policies to be wise directives of man- 
agement, should conform to these cri- 
teria: 

1. Policies should express the phil- 
osophy of the company. 

2. Policies should imply a code of 
ethics expressing trustworthiness and 
result in cooperation. 

3. Policies should supply the bases 
for planning resulting in coordination. 

4. Policies should be the foundation 
for continuity of performance. 

5. Policies should supply the cri- 
teria upon which to appraise the wis 
dom of executive decision. 
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6. Policies should outline intent, re- 
sulting in uniformity of practices. 

7. Policies should 
dence. 

8. Policies should afford bases for 
economy of action. 


inspire confi- 


9. Policies should provide bases for 
impartial objective management. 


10. Policy derivative precepts of con- 
duct should furnish means of communi- 
cating the tenets of policies to company 
policies. 


Policies should be appraised in light 
of results. Of course, there are other 
criteria which can be utilized to ap- 
praise the wisdom of a policy, but the 
foregoing will serve to delineate the 
nature of criteria. 

Because policies cover the vast area 
of company operations, it is conceivable 
that their development and application 
can become uncontrollable, causing 
many difficulties and dissatisfaction 
among the personnel and executives 
alike. Those assigned to control policy 
administration, at any level or in any 
position, are responsible for proper ap- 
plication, adequate maintenance, assur- 
ance of conformity and the determina- 
tion of their effectiveness. With care 
and constant examination of the results 
of policy application, one can establish 
desirable informative controls and 
check-systems for appraising extent of 
compliance with the tenets of policy. 
Experiential knowledge of policy op- 
eration is the best means for devising 
controls and developing methods for 
policy revision, modification or revoca- 
tion. 


POLICY ANALYSIS 


A complete series of sound policies 
covering all matters subject to policy 
determination is one of the essentials 
for the success of an enterprise. Such a 
body of canons furnishes a company 
with a code to facilitate intelligent 
guidance, definitive planning, determin- 
ative action and effective means of con- 
trol. Policies aim to provide proper co- 
operation, but this cannot be accom- 
plished without an intelligent under- 
standing of required action and means 
of control. 

The policies must be put to the test 
of day-to-day operations. Their sound- 
ness must be established before they are 
finally adopted. Once accepted, they 
must be enforced. The ever-changing 
€conomic conditions and variables with- 
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in a business make ‘constant adjustment 
of policies necessary; periodic and sys- 
tematic analyses are required to insure 
their current effectiveness. If policies 
are to serve their designated purpose, 
they must be maintained as living and 
vital canons and their derivative rules 
of conduct must be communicated to 
all concerned. A searching analysis of 
policy in terms of cost and value should 
be conducted to find out whether or 
not a policy is serving its intended pur- 
pose. In too many cases policy is dic- 
tated by busy executives without thought 
of implications which may defeat pur- 
pose. It has been found desirable to 
have some form of employee or other 
participation before policy is approved, 
particularly those at the departmental 
level. Policies and their rules of con- 
duct affect group attitude favorably or 
adversely. Common acceptance of poli- 
cy is the best assurance of compliance. 

Where difficulty is experienced with 
the results of policy prescription, an 
analysis should be made in the light of 
problems involved and alternative 
methods of solving the difficulties. All 
policies should be subjected to research 
so as to keep them in line with strategic 
economic conditions. 

The analyses of policies should in- 
clude an appraisal of the canons by the 


use of established criteria to discover 
the trueness and effectiveness of each 
policy developed in the light of current 
business operations and the relationship 
of a policy to other supplementary and 
complementary canons. 


CONCLUSION 


The importance of wise policies in 
the conduct of business cannot be over- ° 
stressed. Many millions of dollars are 
invested yearly by business concerns 
in policy research and development. 


Not only business but government is 
striving to create wise policies. To 
quote from the NEW YORK HERALD 
TRIBUNE, October 15, 1951: 


“Mr. Lovett said that foreign policy 
like a war plan, could not be stated in a 
single speech . . . but was planned, con- 
tinuing flow of actions and statements 
directed toward a central objective.” * 


FOOTNOTES 


1 The word canon means:—a principle ac- 
cepted as true, fundamental, in conformity 
with good usage, or the like. Webster’s New 
Collegiate, 1951. 

2 The word precept means:—any command- 
ment, instruction or order intended as a rule 
of action or conduct. Webster’s New Col- 
legiate, 1951. 

3 The word conduct means:—the act or man- 
ner of carrying on a business. Webster’s New 
Collegiate, 1951. 
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New York 


* Member, Association of Consulting Management Engineers 
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Performance Budgeting In Govt. 
By CATHERYN SECKLER-HUDSON 
(Continued from page 9) 


step toward performance budgeting is 
the improving and extending of activity 
schedules. In expressing activity sched- 
ules these steps are minimal: 


a. Consideration of the major pur- 
poses to be served. 


b. Specification of the programs to 
carry out the purposes. 


c. Indication of the program activi- 
ties under each appropriation or fund. 


d. Volume of work, with data on 
past, current and anticipated work load. 


These matters should be set forth in 
terms of objectives or functions rather 
than in terms of organizational struc- 
tures, unless the organizational struc- 
ture is a functional one. Obviously, if 
the organizational structure corresponds 
to the functional framework of an 
agency or department, it will facilitate 
the decentralization of budgeting, pro- 
gram, and financial responsibility at 
every level within the organization. The 
basic data underlying these points will 
be, or should be, needed at every level 
of budget review if - intelligent con- 
sideration is given to budget requests. 
Interim and final decisions on program 
requests can be no better than the in- 
formation on which these decisions are 
made. 


2. The Installation of Work Meas- 
urement and the Application of Per- 
formance Standards. After the agency 
programs are budgeted their execution 
is largely in the hands of the adminis- 
trator. Operations should have been 
planned in advance according to estab- 
lished performance standards including 
both the quantity and quality of work 
expected. This is the basis for later per- 
formance estimates and a basis for 
supervision of and accounting for pro- 
gram achievement. The quantitative 
plans provide a yardstick of adminis- 
trative intentions against which actual 
progress can be measured, and subse- 
quent budgetary requests determined. 
Without a reliable system of work meas- 
urement and performance standards, 
program budgeting could be defeated 
within the administrative agency. 

The installation of work measurement 
and performance standards will vary 
in nature from agency to agency. There 
is no one correct pattern for measuring 
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of activity or for determining perform- 
ance standards. In general it is prefer- 
able to decentralize the responsibility 
for discovering and using the method 
most suitable for a given program. The 
variety of government programs, both 
in nature and volume is so great that 
to insist on a particular method of 
measuring performance is naivé. The 
principle is that there be a method of 
measuring performance rather than that 
there be a general prescription. Some 
agencies can use workload and unit cost 
data; others can use workload data but 
not unit cost data; still others can use 
only explanatory or descriptive mate- 
rial. Furthermore, in the improvement 
of performance measurement, it should 
be kept in mind that different agencies 
are in different stages of development, 
and may move progressively from one 
stage to another over a period of time. 
Also, it should be kept in mind that in 
Federal budgeting Congressional atti- 
tude toward program budgeting is 
sharply conditioned by the evidence 
which is presented concerning the quan- 
tity and quality of work in a given pro- 
gram which has been accomplished 
with the funds appropriated. In estab- 
lishing suitable performance standards 
for a given agency these guides seem 
minimal: 


a. Those who decide upon the stand- 
ards must have a complete understand- 
ing of the nature of the work. 


b. The standards should be arrived 
at only after an examination of past 
records and of similar work done by 
other organizations. 


c. Standards should be considered 
tentative until tested by experience and 
application. 


d. Deviations from the established 
standards should be allowed, but only 
when warranted. 


3. The Improvement of Administra- 
tive Reporting and the Establishment 
of Record Keeping Along Functional 
Lines. The success of performance or 
program budgeting will rest in no small 
measure on the improvement of admin- 
istrative reporting with special refer- 
ence to reporting on a functional or 
performance basis. Frequent and regu- 
lar reports are necessary if management 
is to check on work done, objectives 
achieved or not achieved, and _utiliza- 
tion of funds and personnel in terms of 
programs. Such reports become essen- 


tial as a part of an agency’s justification 
to the legislature both with respect to 
past performance and future budgetary 
requests. Harold D. Smith maintained 
that budgetary administration without 
full financial and operating reports 
flowing periodically from the adminis. 
trative units of the government was 
blind and arbitrary. Indeed, he elevated 
this concept to the level of “the prin. 
ciple of budget reporting.” 

The performance reporting systems 
currently in use in the several Federal 
agencies fall into these major cate. 
gories: 


a. Those reporting only volume of 
workload for each activity. 


b. Those reporting both volume and 
quality of workload. 


c. Those reporting volume and qual- 
ity of workload and time expended. 

d. Those reporting volume, quality, 
time expended and costs of each pro- 
gram or activity. 


Within these performance reports the 
content may be as simple or detailed as 
appropriate. As a minimum the per- 
formance budget must be supported by 
reports on the total costs of each activi- 
ty which in turn can be summarized by 
object of expenditure and by organiza- 
tional unit.’* 


Closely related to both proper ac- 
counting and adequate reporting is the 
necessity for a progressive system of 
record keeping along functional lines. 
Reports are for the purpose of provid- 
ing information needed in order to 
make proper decisions and to take ap- 
propriate action. These reports must re- 
ceive prompt attention if they are to 
serve their purposes. Careful supervi- 
sion and direction calls for continuous 
analysis of the reports, appropriate 
follow-up and regular inspection to 
ascertain results. In fact, record keeping 
along functional lines must become the 
basis for any enduring system of pro- 
gram budgeting. 


4. The Installation and Maintenance 
of an Accrual Basis of Accounting and 
Improved Cost Accounting Methods. 


The purpose of this element is to pro- 
vide financial information and financial 
controls needed in the formulation, pres- 
entation, and execution of a budget on 
a cost of performance basis. If perform- 
ance budgeting is to be considered the 
end product of financial planning, then 


ADVANCED MANAGEMENT 


budget 


adequa 
cannot 
accoun 
tion 0! 
ficatio 
and 1 
budge’ 
accou! 
termir 
to ch 
shoul: 
velop 
of co 
accou 
shoul 
| quan 
inven 
count 
in th 
in te 
sibili 
In 
for 
ing 
sible 
prog 
prog 
The: 
| cure 
| nan 
pro 
but 
| whi 
| spo 
sive 
| me 
pre 
pel 
al 
me 
or 
be 
pr 
of 
gr 
Wi 
be 
be 
fe 
of 
of 
Ww 


fication 
pect to 


1getary 
ntained 
without 
reports 
1minis. 
it was 
levated 
> prin. 


ystems 
‘ederal 
Cate. 


me of 
1e and 


qual. 
ed. 

tality, 
pro- 


ts the 
led as 
ed by 
1ctivi- 
ed by 


aniza- 


T 
is the 
m of 
lines. 
‘ovid- 
r to 
ap- 
st re- 
re to 
ervi- 
uous 
riate 
n to 
ping 
the 
pro- 


fnancial planning, as expressed in the 
budgets of the public agencies, requires 
adequate and proper accounting sup- 
port. Indeed, performance budgeting 
cannot become a reality without such 
accounting support. 

Basically there must be an integra- 
tion of budgeting and accounting classi- 
feation in order to provide adequate 
and reliable accounting support for 
budgets. Where appropriate, accrual 
accounting (e.g. that which involves de- 
termining costs and expenses in relation 
to changes in assets and _ liabilities) 
should be utilized and integrated with 
appropriation accounting. Further de- 
velopments must be made in the field 
of cost accounting, where appropriate, 
and its integration with appropriation 
accounting. In turn these developments 
should lead to the establishment of 
quantitative and financial control of 
inventories and other property. Ac- 
counting should be decentralized with- 
in the agencies to the degree practicable 
in terms of delegated operating respon- 
sibilities and central controls required. 

In short, performance budgeting calls 
for a vastly improved public account- 
ing system which will enable all respon- 
sible persons to appraise the value of 
programmed activities in the light of 
program costs and accomplishments. 
These accounts must present full, ac- 
curate and timely facts concerning fi- 
nancial results of operations. They must 
provide for control, not only of funds, 
but of property and other assets for 
which any given agency might be re- 
sponsible.?® 


5. The Provision for a Comprehen- 
sive and Continuous System of Manage- 
ment Analysis, Evaluation and Im- 
provement. It is generally agreed that 
performance budgeting along function- 
al lines, calling in turn for improved 
methods of accounting, reporting, rec- 
ord keeping, etc., must necessarily 
be implemented by a program to im- 
prove the organization and management 
of each agency concerned. Such a pro- 
gram should provide an organized and 
systematic attempt to find more effective 
ways of organizing in terms of ends to 
be served; more efficient procedures to 
be used in the achievement of the ends; 
for economical methods and techniques 
of operation; and for a reliable system 
of internal auditing. 

Concrete recognition of this need 
was evidenced by the establishment of 
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the President’s government-wide man- 
agement program aimed at improving 
operations within the individual Federal 
agencies. This program was authorized 
by Executive Order 10072, dated July 
29, 1949.1° The Congress of the United 
States supported this program by the 
enactment of Title X of the Classifica- 
tion Act of 1949.** 


Both the executive order and the pub- 
lic law direct the heads of Federal agen- 
cies to make systematic reviews of their 
activities and to increase effectiveness 
and economy in operations. Responsi- 
bility for leadership of the government- 
wide program is placed on the Bureau 
of the Budget. Significant progress has 
been made in improved management 
within government agencies although 
the program has been in operation less 
than four years.7® 


6. The Division of Budget Estimates 
and Appropriations into Two Categories 
—Current Operating Expenditures and 
Capital Expenditures. An important 
element in performance budgeting is 
that types of expenditures, essentially 
different in character should be pre- 
sented, justified, and authorized sepa- 
rately under each major program in the 
budget. Two primary categories are 
capital outlays and current operating 
costs. A capital cost is an expenditure 
for the acquisition, construction, or im- 
provement of property or equipment 
(fixed assets) such as land, buildings, 
plant, or machinery. An operating cost 
is an expenditure other than a capital 
cost incurred in carrying out a specific 
program or activity. These two types 
of costs are different in character and 
in a program budget should appear 
separately under each major activity. 


Too often one finds these two classi- 
fications intermingled in the Federal 
budget. Other fixed charges, such as 
grants-in-aid, often appear as though 
they were operating costs. This makes 
it practically impossible to find the 
ultimate costs of either a given program 
or a large capital project. Furthermore, 
many of the annual appropriations on 
given capital projects are made without 
an understanding of total previous ap- 
propriations or of what may be re- 
quested in the future. It would seem 
therefore, that costs of capital projects 
should be set forth in the budget in 
terms of programs to which they relate 
and that current operating expenditures 
for these programs be grouped sepa- 


rately. The Hoover Commission noted 
that: 

“While capital projects may be carefully 

analyzed for usefulness, timeliness, and 

total probable costs at the time of original 
authorization, the total remaining costs of 
all capital projects should be set forth in 
the budget each year, together with costs 
incurred to date. These costs should be 
revised in succeeding years to keep them 

current with later developments.” 1% 

7. The Revision of the Appropriation 
Structure Along Functional Lines. Per- 
formance budgeting, if it is to be fully 
effective and carried to its logical con- 
clusion, must extend into the appropria- 
tion structure. The final responsibility 
for authorizing the work programs of 
the Federal Government rests with the 
Legislative Branch of that Government. 
The structure of the appropriations 
which provide the life blood for these 
activities should be in accordance with 
the underlying purposes of program 
budgeting. 

If the separate departments and agen- 
cies are expected to present program 
budgets to the President with expendi- 
ture estimates related to program costs; 
and if the President is expected to pro- 
pose to the legislative body a compre- 
hensive work plan for the Government 
in terms of programs and their meas- 
ured costs; it follows that the legislative 
body should enact appropriate legisla- 
tion on a functional basis—that is, 
grouping together all appropriations re- 
lating to a single program or project. 
If this were done the President would 
be strengthened by having his proposed 
work plan returned to him, meaningful- 
ly intact, except for such modifications 
as the Congress had seen fit to make. 
In turn, the President could return the 
individually authorized programs to the 
appropriate and responsible department 
heads for execution. This would not 
only help clarify the location of re- 
sponsibility by purpose but sharpen ac- 
countability as measured by achieve- 
ment of that purpose. Furthermore, 
there would then have been established 
not only an executive performance bud- 
get, but a legislative performance bud- 
get which is the only official budget of 
the United States Government. 

In the Federal Government, the long, 
tedious process of agency preparation 
of budgetary estimates for program 
needs, followed by the numerous levels 
of critical review within the agency, at 
the Bureau of the Budget, and by the 
President, reaches its climax when the 
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budget document reaches the Congress 
for final legislative action. It is in the 
Congress, and more particularly in the 
spotlight of Congressional committee 
hearings, that the agency renders an 
acceptable or unacceptable account of 
performance. It is here that the agency 
presents its justification of each of its 
major programs by content, by cost, by 
necessary or contemplated changes, and 
by rate of progress achieved. And finally, 
it is according to the judgment of the 
Congress, formalized in the appropria- 
tion Acts, that the agency programs 
continue to exist or not. 

Congressional appropriation Acts 
should in form and structure indicate 
that the Congress concentrated its at- 
tention on spending public funds ac- 
cording to some general policy and 
plan, which provided for the most 
equitable allocation of resources among 
alternative programs, and the deter- 
mination of policies and priorities ac- 
cording to the most pressing social 
needs. If the appropriation Acts were 
enacted on a program basis, they would 
no longer emphasize organizational rig- 
idities which do not necessarily reflect 
program operations. Instead, appropri- 
ation legislation would tend to encour- 
age the responsible administrators to 
arrange their operating organizations in 
such a way as to most effectively 
achieve the program ends for which 
they are responsible. 

In working toward a fully developed 
performance budget system for the Fed- 
eral Government for what goals should 
the Congress strive? If the legislature 
wishes to continue to carry its full share 
of responsibility and high accountabili- 
ty in determining national public poli- 
cy it seems essential that the following 
improvements be made: 


a. The appropriation structure should 
be revised to correspond to the func- 
tional lines of the performance budget. 

b. The number of “separate” appro- 
priation bills should be sharply re- 
duced. 

ce. The variety of appropriations 
should be reduced to the lowest number 
of kinds necessary for long-range plan- 
ning and program control. 

d. The budget calendar should be 
modified, both in terms of the most ac- 
ceptable length of the regular fiscal 
period and a possible longer perjod for 
capital budget items and long-range 
programs. 


e. Such accounting records and finan- 
cial reports as are necessary for intelli- 
gent Congressional action should be 
made mandatory. 


CONCLUSION 


Performance budgeting in the Gov- 
ernment of the United States is well 
under way. Significant improvements 
have been made within many of the 
agencies and departments as well as on a 
government-wide basis. States and cities 
have added substantially to the prog- 
ress made to date. The major elements 
of performance budgeting have been 
generally agreed upon. However, these 
elements have not been fully imple- 
mented. 


Ideally, in the establishment of a 
performance budget system all elements 
of improvement or change should move 
forward simultaneously. This is espe- 
cially desirable since no one of these 
elements stands alone. However, no one 
aspect of performance budgeting should 
remain static merely because some 
other part is imperfect. For improve- 
ment in one area stimulates and encour- 
ages other improvements and the inter- 
actions of all will finally determine the 
level of accomplishment. 


While performance budgeting should 
never be regarded as a magic formula 
for the cure of all governmental weak- 
nesses, it can provide a meaningful 
basis for administrative planning, ex- 
ecutive coordination, legislative deci- 
sions and administrative accountability 
at all levels of government. It could, if 
properly implemented, go a long way 
toward achieving program coordination 
within. the far-flung Executive Branch 
of the Federal Government, and vastly 
improve the relationships between the 
Legislative and Executive Branches, and 
between the legislature and the agencies 
and departments. More important, it 
could provide a basis for rational pub- 
lic appraisal of responsible government. 
In conclusion: 


The performance budget process in 
government is a continuous, on-going 
activity on the part of all who par- 
ticipate in it. It is not a destination 
but a pilgrimage—never perfect, but 
being perfected—as the light of. ex- 
perience and careful research point 
the way to greater improvement in 
the management of public affairs. 
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The Management Bookshelf 


Personality Fundamentals for Ad- 
ministrators, by Curis ARGyRIS, pub- 
lished by Yale University Labor and 
Management Center, New Haven, Conn., 
1952. 


Mr. Argyris, a member of the faculty 
at the Yale University Labor and Man- 
agement Center and a lecturer in man- 
agement at the Graduate School of 
Business at Columbia University, ex- 
pressly states his work is a “primer,” 
an “introduction” written in non-tech- 
nical terms for the lay reader. The 
monograph is a brief survey of the 
principal past and present theories on 


the nature of personality and is based 


on a study of the literature dealing with 
that subject. 


The survey was instituted for internal 


‘training use by the Center; probably 


the work’s greatest usefulness will be 
to this organization. Along with the in- 
ternal purpose was the intention that 
the document should be of value also 
to administrators, to persons involved 
generally in training others and to stu- 
dents in colleges and advanced techni- 
cal schools. Administrators ignorant of 
personality theory are most likely to 
find some ideas useful to them in Chap- 
ter III, “The Parts of the Personality 
and the Environment,” and Chapter VI, 
“Adjusting to Conflict and Frustration.” 


‘Teachers and students would probably 


prefer more detailed material than is 
available in this booklet, although it 
would have some use for a quick review 
of the field or for rapid rote memoriza- 
tion of lists included. 

After a number of pages of intro- 
ductory material, the survey really be- 
gins with the presentation of a number 
of hypotheses on which there is said to 
be general agreement among personal- 
ity theorists, a very sketchy history of 
the development of the major schools 
of thought, and a short description of 
the chief types of approach taken in 
studying personality today. 

The author then reaches what ap- 
pears to be his principal interest in this 
survey: the theories on the develop- 
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ment of the personality. “Personality,” 
he writes, “is said to be characterized by 
(1) internal, (2) external integrated, 
(3) need fulfilling and goal directed, 
(4) activity.” He summarizes his brief 
explanation of this characterization: 


“Personality, in short, is an ever moving, 
ever active process. The parts are continu- 
ally acting upon each other, reacting to 
these actions and then back again. The 
personality as a whole, on the other hand, 
keeps an eye out on the parts and helps 
to keep their movement organized. This 
circular process of the parts acting to 
make a whole and the whole, in turn, 
acting to maintain the parts is the very 
essence of the personality process.” 


The personality is discussed first in 
terms of its parts (“Needs,” “Abilities,” 
“The Self,” “Roles” and the “Environ- 
ment,”), then in a chronological classi- 
fication by stages of childhood through 
adolescence, and finally in the light of 
the Freudian point of view. 


In form the paper-bound booklet is 
offset-printed from typed copy. There 
is no index, but a detailed table of con- 
tents will serve most reference needs; 
an annotated bibliography of 17 current 
works in the field is included. 


The task of writing briefly on an ex- 
tremely complex subject is tremen- 
dously difficult. To convey understand- 
ing of the extensive thinking of many 
scholars and practitioners working in 
the field of human personality in a 
mere 89 pages would be a most extra- 
ordinary achievement indeed. The trou- 
blesome problem of trying to work 
from technical to lay language is not 
to be minimized; that the author has 
not been wholly successful, is of small 
wonder. The principal cause of the lay 
reader’s failure to comprehend will be 
neither with the technical language that 
has been retained nor with the lack of 
adequate precision or connotation in 
the non-technical language; the princi- 
pal cause will be in the brevity of the 
descriptions. Substantial rather than 
sparing use of specific, concrete exam- 
ples would have been most helpful. 
Perhaps such an extension of the length 
of the document was not in accord with 


its basic purpose for internal use, in 
which readers would probably be in 
constant contact with people and ma- 
terial concerned with the subject. For 
outside lay readers, something more 
seems necessary if they are to be stimu- 
lated toward rather than deterred from 
further study of the subject. 


Ropert W. Merry 

Assoc. Prof. of Business Admin. 
Harvard University 

Graduate School of Business Admin. 
Boston, Mass. 


Personnel Administration, by Wit- 
LiAM W. Waite, published by Ronald 
Press Company, New York, N. Y., 1952. 


Professor Waite, of Columbia Univer- 
sity in his book, PERSONNEL ADMINIS- 
TRATION, sets as his objective the restat- 
ing of the fundamental philosophies of 
personnel administration as they have 
evolved during the past half century. 
The theme of the book, according to the 
author, is America’s demonstrated abili- 
ty to solve complex problems of em- 
ploying, training and administering 
work forces by a combination of adapt- 
ability, common sense and a growing 
understanding of human relations. The 
outline around which the author re- 
states his fundamental philosophies is 
indicated by the four major divisions 
into which he divides his book: 


Part I. Starting a Personnel Admin- 
istration Program 


Part II. Assembling the Force 
Part III. Keeping the Force Going 
Part IV. Dealing with the Force 


Part I includes such subject areas as 
background of personnel, the individual 
in a work situation, policies, organiza- 
tion, functions of personnel administra- 
tion, job analysis and specification. 
Part II of the presentation is built 
around such subjects as sources, recruit- 
ment and selection, induction and fol- 
low-up, training and supervision. Part 
III deals with job evaluation, wage and 
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salary administration, hours of work, 
the working environment, safety and 
health, merit rating and morale. In this 
section the author also considers trans- 
fer and promotion, turnover, unemploy- 
ment, economic security and employee 
services. Part IV presents considera- 
tions of employee representation, joint 
relations and labor laws. 

Professor Waite’s book provides a 
wealth of illustrative material which 
helps give realism to the presentation. 
The work is well organized and the 
writing is in a clear concise style. The 
result is a scholarly treatise. 


There are some points with which a 
critical reviewer might take issue. The 
author takes upon himself a tremendous 
task in attempting to cover such a great 
area of development. Such a task has 
inherent “built in” dilemmas. This re- 
viewer was disappointed to find no re- 
ference to such philosophies as McCor- 
mick’s ‘‘Multiple Management,”’ 


Lincoln’s “Incentive System,” Given’s 
“Bottom-Up Management,” the National 
Planning Association’s contributions to 
the causes of labor peace and other 
philosophical contributions to person- 
nel administration. 


Little attention is devoted to the prob- 
lem of day-to-day human relations, as 
distinct from union-management rela- 
tions. The use of the concept of “the 
management and the force” tends to 
obscure the fact that personnel func- 
tions and philosophies occur whether or 
not a union contract exists. 


Another section of the book which 
might be commented on critically is the 
section devoted to wage and wage sys- 
tems. The author presents profile charts 
showing employees’ earnings under each 
of several of the classical incentive 
wage plans. Once he committed himself 
to a discussion of the classical plans it 
seems he should have gone further in 
his discussions. 


Such criticisms do not detract from 
the general merit of the book. The 
author, faced with the dilemma of hoy 
far to go in each of his presentations 
made decisions which would not neceg 
sarily correlate with another’s decisions, 
There is always the problem in a book 
written primarily for use in the clase 


room of what should be treated and® 
what should be left to other classes to & 


cover. Professor Waite proves again 
that it is no simple matter to restate 


the fundamental philosophies of per. & 
sonnel administration as they have & 


evolved during the past half century, 


On the other hand, he does an excellent 


job of presenting accepted personnel 
techniques in dealing with the problems 
of employing, training and administer. 
ing work forces. 


Dr. STANLEY E. Bryan! 


Professor of Management 
University of Washington 
Seattle, Washington 
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